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Limitation of Armament 
and Middle East 


SHOULD BE CONSIDERED AND DISCUSSED BY GENERAL ASSEMBLY 
By JOHN FOSTER DULLES, Secrtary of State, United States 


Delivered to the United Nations General Assembly, 


R. PRESIDENT: It has been my great privilege tu 
participate in the work of the United Nations since 
its beginning. I am happy today to continue that 

association by taking part in the general debate of this, the 
twe.fth General Assembly. 

The last year has seen the creation of an important new 
international agency, the International Atomic Energy Agency. 

I recall, as will all of us who were here on Dec. 8, 1953, 
the inspiring address of President Eisenhower. We must, he 
said, “find the way by which the miraculous inventiveness of 
man shall not be dedicated to. his death but consecrated to his 
life.” To that end he proposed the creation of an international 
atomic energy agency. 

To realize that vision has not been easy. There were serious 
initial obstructions. It has taken four years of patience, firm- 
ness and diplomacy to achieve our goal. But now at last that 
goal is achieved 

Other major activities of the United Nations during the 
pase year have been in relation to Egypt and Hungary. I do 
not review these at this time, as they are fresh in the minds 
of all of us. However, I would recall that when I discussed 
these matters at the first emergency session of the United 
Nations, I referred to Article 1 of our Charter, which calls 
for peaceful settlements “in conformity with the principles 
of justice and international law.” I then expressed here the 
hope that we might in the future do more to give vitality 
to that principle. 

Unhappily, there is today much injustice in the world. The 
forcible partition of Germany is one injustice that comes 
instantly to mind. 

There also seems to be reluctance on the part of many 
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members to conform to Article 36, which says that “legal 
disputes should as a general rule be referred by the parties 
to the International Court of Justice.” 

If there is any one thing that history demonstrates, it is 
that it is impossible to preserve peace indefinitely unless that 
peace is based upon justice and upon law. 


DISARMAMENT 


I speak now of limitation of armament. It is one of the 
essen ial tasks which the Charter lays upon the United 
Nations. 

To limit armaments is at best a difficult task. The inherent 
difficulties are today intensfied by acute distrust. 

To make mat-.ers still more difficult, there are now in exist- 
ence new weapons, the control of which cannot be assured 
by any scientific means. The Soviet Union (Note of May 10, 
1955) has pointed out that it was impossible to preclude 
“the clandestine manufacture of atomic and hydrogen weap- 
ons.” Therefore, the Soviets concluded, “until an atmosphere 
of trust has been created in relations between states, any 
agreement on the institution of international control can 
only serve to lull the vigilance of the peop'es. It will create 
a false sence of security, while in reality there will be * * * 
the threat of surprise attack.” So speaks the Soviet Union. 

We agree on the need for “an atmosphere of trust.” But 
how shall we create it? One way is for the great military 
powers to demonstrate, by their conduct, that they live up to 
their pledges expressed in our Charter. Unhappily, that basis 
for trust is lacking. I need only recall the Assembly's recent 
reso'u*ion dealing with the tragic fate of Hungary. 

There is, however, another way to establish confidence; 
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JOHN FOSTER DULLES 


and that is for the great military powers to accept such 
reciprocal inspection as will in fact make it unlikely that 
there could be the “surprise attack” of which the Soviet note 
spoke. Then we shall not have to trust each other’s word, or 
each other’s intentions. Bad faith would be so vulnerable to 
detection that it would not become a profitable tactic even 
for those so inclined. 

That is the concept which underlay President Eisenhower's 
“open skies” proposal made at the summit conference at Ge- 
neva in July, 1955. That concept instantly won world-wide 
acclaim and it has been endorsed by this Assembly. It is the 
heart of the joint proposals which four of the five members of 
our Disarmament Subcommittee agreed upon last month. 


JOINT PROPOSALS 


I shall briefly describe these joint proposals, for they will, 
no doubt, figure largely in the deliberations of this twelfth 
Assembly. 

1. The joint proposals would provide reciprocal inspection 
to safeguard against surprise attack. President Eisenhower 
had proposed this by aerial inspection. Messrs. Bulganin and 
Khrushchev had proposed land inspection. The joint proposals 
combine the two types of inspection. 

With respect ro the initial zones of aerial inspection, the 
joint proposals offer the Soviets a wide choice. if they will 
permit inspection of the Soviet Union and Eastern Europe, 
they can have inspection of all areas from which the Soviet 
Union professes to fear attack, i. e., Wes:ern Europe, the 
United States and Canada. There are a few United States bases 
in other areas, and, as I said at Geneva in 1955, the United 
States would not object to their also being opened to inspec- 
tion. 

Now, if the Soviet Union prefers to start only on a modest 
and experimental basis, Canada, Denmark, Norway and the 
United States unite to offer such an area in the North. Willing- 
ness is also expressed to have a small initial zone in Europe. 

Thus the joint proposals deal with what all recognize to be 
the threshold difficulty, lack of trust and danger of surprise 
attack. 

2. The joint proposals then tackle the nuclear weapons 
prob.em. They provide (a) that no fissionable material shall 
ever again be produced for weapons purposes once an ade- 
quate control system is established; and (b) that existing fis- 
sionzble material, available for weapons, will be regularly 
reduced by transfers to nonweapons purposes. 

Most experts, including those of the Soviet Union, agree 
that there is no dependable way to control existing stocks of 
fissionable material and to exclude their clandestine use. But 
we believe that it is possible to assure that no fissionable 
material hereafter produced shall be used for weapons pur- 
poses. That we propose to assure, and surely that is worth 
doing. 

3. The joint proposals call for suspending the testing of 
nuclear weapons for two years and thereafter if other aspects 
of the program are moving forward as agreed. 

4. The joint proposals would establish a study of outer 
space to the end that it shall be used only for peaceful, and 
not military, purposes. The Soviet Union has announced that 
it has discovered ways to use Guter space to wreak vast destruc- 
tion anywhere. That is no new discovery. The United States, 
too, knows how that can be done. Our task is to see that it 
is not done. 

5. The joint proposals would reduce the number of armed 
forces, and put a part of the present stock of armaments into 
internationally supervised depots. 
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TESTING 

I wish to say a few words about the much debated matter 
of “testing.” 

We seek, by experiments now carefully controlled, to find 
how to eliminate the hazardous radioactive material now 
incident to the explosion of thermonuclear weapons. Also, we 
seek to make nuclear weapons into discriminating weapons, 
suitable for defense against attacking troops, submarines and 
bombers, and for interception of intercontinental missiles 

The Soviet Union seems not to want the character of nuclear 
weapons thus to be refined and changed. It seems to like it 
that nuclear weapons can be stigmatized as “horror” weapons 

Does it perhaps calculate that, under these conditions, gov 
ernments subject to moral and religious influences will not b« 
apt to use them? And wou.d the Soviet Government, which 
is itself not subject to moral and religious restraints, thereby 
gain a special freedom of action and initiative as regards such 
weapons? 

And does the Soviet Union not want nuclear weapons to 
be refined into effective defensive weapons which could repel 
an aggressive attack by those who control the most manpowe: 

We want to reduce, to the maximum extent possible, the 
danger of surprise attack and thus the danger of war itself 
We want, to the maximum extent possible, to stop the future 
use of fissionable material for weapons purposes. We want 
existing nuclear weapons stockpiles to start on their way 
downward. We want to end the risk that nuclear weapons will 
be spread promiscuously throughout the world, giving irre 
ponsible persons a power for evil that is appalling even to 
contemplate. 

But if the Soviet Union rejects inspection against surpris« 


attack, if it rejects a world-wide system to end the production 
of fissionable material for weapons purposes, if it rejects 
Operation to prevent the promiscuous spreadiny of nucl 


weapons throughout the world, if it refuses to start a recipre 
reduction of existing weapons stockpiles, then we doubt 

it is prudent to forgo efforts to make nuclear weapons into 
discriminating defensive weapons substantially free of 

active fall-out. 

Now, of course, our friends, it is essential that experimer 
tion with nuclear weapons should not itself carry a threat to 
human life. The United States has a concern second to non 
in that matter 

We shall invite the United Nations to send observer 
one of our next tests so that they can see how these tests are 
conducted. 

Last March the United States and the United King 
joined to declare their intention ¢o conduct nuclear tests only 


in such a manner as would keep world radiation from rising 


to more than a small fraction of what might be hazard 


Indeed, be cause eacl Car a percentage ol tf idioac tivity aies 
away, we have reasun to hope that in the future any ne { 
testing can be accomplished without any material raisins 


whatsoever of the levels of radioactivity in the world 


SOVIET ATTITUDI 

The joint proposals which I describe derive from months 
even years of effort and discussion. They were formally sub 
mitted on Aug. 29. The Soviet delegate instantly rejected 
them. He declared them a “sham.” He went on to insist that 
the work of the subcommittee should be recessed, and he 
refused to agree on a date for the resumption of its task 

We cannot believe that that sweeping, almost contemptu 
ous, Soviet rejection is final. Never before have so many 
nations, of so great military power joined to make proposals 
so far-reaching. Any government that summarily rejects them 


would accept a frightful responsibility before all the world. 








740 


Humanity faces a tragic future if the war threat is not 
brought under control. It would mean that men, in order to 
survive, must learn to live as burrowers within the earth's 
surface to find protection against death. It would mean that 
man would be a slave to the rapidly mounting costs of an 
arms race. It would mean that individual freedom would give 
way to the requirements of bare survival. 

The free world members of the Disarmament Subcommit- 
tee reject that fucure. They accept what to some seem sacrifices, 
and to others risks, in order to chart a course which will reduce 
the danger of war, not just nuclear war but all war. Whether 
or not the Soviet Union today refuses to follow in that course, 
we can be confident that the enlightened efforts that produced 
these proposals will not have been in vain. Even if the Soviet 
Union now rejects the joint proposals, those proposals should 
not on that account be regarded as dead. Their principles are 
valid and will live on. 

The search for limitation of armament cannot be held in 
a state of suspense. Economic censiderations alone require 
efforts to relieve the peoples of the terrible burden of arma- 
ments. Also, there is need better to assure that the vast power 
which now resides in armaments shall serve only for security 
and never as an instrument of purely nationalistic policies. 

There are today about fifty nations which have made col- 
lective defense pacts as authorized by our Charter (Article 
51). Such a framework is conducive to the development and 
application of these principles. For the very purpose of collec- 
tive security is to enable each party to get more security with 
less armament. Already, for example, in Western Europe, 
there is on the one hand the North Atlantic Treaty Organiza- 
tion, which calls for contributions to a common defense, and 
on the other hand the 1954 Treaty for Western European 
Union, which provides for limitations upon national arma- 
ments. 

If we cannot advance on a universal front, let the nations, 
wherever possible, draw closer together, so that, within the 
limits of safety, we may relieve the burden and reduce the 
risks of armament. 

But let us not fatalistically assume that the Soviet response 
of last month is their last word. At first the Soviets rejected 
the proposal for an International Atomic Energy Agency, call- 
ing it a scheme which would serve only “aggressive forces” 
(Soviet aide-mémoire of April 7, 1954). We persisted then. 
Let us persist now. If this organization will put the weight of 
its influence behind the principles of the joint proposals, it 
is not impossible that those principles will yet obtain univer- 
sal acceptance. Since the stakes are so high, no chance, however 
slight, should be left untried. 


MIDDLE EAST 


I curn now to the Middle East, speaking first of a past we 
would all prefer to forget. But we dare not forget because, 
unhappily, the past lives in the present. 

Russia’s rulers have long sought domination in the Middle 
East. In 1940, when the Soviets were seeking a division of 
the world with Hitler, they stipulated “that the area south of 
Batum and Baku, in the general direction of the Persian Gulf, 
is recognized as the center of the aspirations of the Soviet 
Union” (Molotov communication to German Ambassador, 
Nov. 25, 1940). : 

In the immediate postwar period the Soviets prolonged their 
military occupation of Iran; they sought trustecship over 
Libya, and they fomented subversion against Greece. 

But between 1945 and 1949, however, Central Europe be- 
came the principal theatre of Soviet activities. 

In 1949, after the Marshall Plan and the North Atlantic 
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Treaty, the Soviets shifted their principal -efforts to the Far 
East. There they supported the Communist revolution in 
China, the war in Korea and the war in Indochina. 

In 1955, after the United Nations’ successful defense of 
Korea and the making of the Southeast Asia and other defen- 
sive pacts, the Soviet rulers again made the Middle East the 
center of their external efforts. This time they tried to use, 
in Arab countries, the technique that Stalin and Lenin had 
prescribed for bringing about the “amalgamation”—that is 
their word—of the so-called “colonial and dependent peoples” 
into the Soviet orbit. This technique, as Lenin specified, in- 
volves inciting nationalism to break all ties with the West and 
thus create so total a dependence upon the Soviet Union that 
it can take full control. 

So, in 1955, the Soviet rulers began intensive propaganda 
designed to incite the Arab nations to believe that with Soviet 
arms, with Soviet technicians and with Soviet political back- 
ing, they could accomplish extreme nationalistic ambitions. 

This Soviet Communist effort has made progress in Syria. 
There Soviet-bloc arms were exultantly received and political 
power has increasingly been taken over by those who depend 
upon Moscow. True patriots have been driven from positions 
of power by arrests or intimidation. 

One consequence of this is that Turkey now faces growing 
military danger from the major build-up of Soviet arms in 
Syria on its southern border, a build-up concerted with Soviet 
military power on Turkey’s northern border. Last week the 
Soviet Union sought to intimidate Turkey from making inter- 
nal dispositions of its own security forces. 


“ESSENTIALS FOR PEACE” 


I curn now to recall the position of this organization with 
respect to so called “indirect aggression.” In 1949, the General 
Assembly adopted a resolution entitled “Essentials for Peace.” 
The resolution calls upon every nation “to refrain from any 
threat or acts, direct or indirect, aimed at impairing the free- 
dom, independence or integrity of any state.” When this 
resolution was voted upon, the only nations voting “no” were 
the five Soviet-bloc states. 

The United States has consistently supported the “Essen- 
tials for Peace,” and has done so specifically in relation to the 
Middle East. 

In 1947, when international communism was seeking to 
take over Greece and threatening Turkey, President Truman 
said, “totalitarian regimes imposed upon free peoples, by 
direct or indirect aggression, undermine the foundations of 
international peace.” 

When the Soviet threat to the Middle East was recently 
resumed the Congress of the United States, by joint resolu- 
tion (March 9, 1957), declared that “the United States regards 
as vital to the national interest and world peace the preserva- 
tion of the independence and integrity of the nations of the 
Middle East.” It authorized the President to give economic 
and military assistance to help the nations of the Middle East 
to remain independent. It also says, “the United States is 
prepared to use armed forces to assist any such nation or 
group of such nations requesting assistance against armed 
aggression from any country controlled by international com- 
munism.” 

On Sept. 7, 1957, President Eisenhower called attention to 
the danger in Syria and reaffirmed his intention, to “exercise 
as needed” the authority given him by the Congressional reso- 
lution. 

The Soviet Communists appear to be engaging in “acts, 
direct or indirect, aimed at impairing the freedom, independ- 
ence or integrity” of certain Near East nations in violation 
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HENRY CABOT LODGE 


of our United Nations “Essentials for Peace” resolution. 
Also we believe that these Soviet acts may, perhaps unwit- 
tingly, lead the recipients of Soviet arms into acts of direct 
aggression. Those who feel an abnormal sense of power, as 
a result of the recent putting into their hands of large amounts 
of Soviet-bloc arms, are being incited against their neighbors 
by violent propaganda. This is risky business. 

I say of course, in such a situation the primary responsibility 
rests upon the member nations themselves. It is they who 
should abstain from acts of aggression, direct or indirect. It is 
they who have an inherent right of individual and collective 
self-defense. Nothing that the United Nations can do should 
relax for one moment the vigilance and efforts of each free 
nation to maintain the genuine integrity and independence of 
itself and of every other free nation. 

Nevertheless, when there is such a situation as now exists 
in the Middle East, this General Assembly ought at least to 
consider it and to discuss it. Discussion, as our Charter sug- 
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gests, may of itself be salutary [ Article 11 (2) |. The United 
States reserves the right, in the light of that discussion, to 
introduce concrete proposals. 

Mr. President and fellow delegates: 

It is a tragedy that the Middle East, so rich in culture and 
tradition and contributing so greatly to the material and 
spiritual welfare of all the world, should be distraught, as ic 
is today. The United States stands ready to contribute gen 
erously to the economic development of the area under condi- 
tions which will promote and strengthen the freedom and 
independence of the nations. This prospect of enlarged free 
dom and well-being will, howover, never be realized so long 
as the area is looked upon as a subject of conquest and as a 
potential base for the domination of Europe, Asia and Africa 

The United Nations may not be able, by any material power 
that it can muster, to tranquilize the scene. But we can exert 
our influence. May we at least do that, and thereby once again 
serve the cause of peace, hope and happiness. 


The Problem of Hungary 


THE REPORT OF THE SPECIAL COMMITTEE 


By HENRY CABOT LODGE, United States Representative to the United Nations 


Delivered to the United Nations General Assembly, United Nations, New York, September 10, 1957 


R. PRESIDENT: In reconvening its Eleventh Session 

to consider further the problem of Hungary, the 

General Assembly is showing once again its high 

sense of duty. We have to deal with a gross defiance of the 

United Nations and with deep suffering inflicted on a brave 

people. No matter what the difficulties or how great the odds 

may seem, we must do all that we can to uphold the right. 

If today we are faithful to our trust under the Charter, a 

peaceful return to justice will surely come to pass in good 
time. 

Two kinds of events since our last debate on this subject 
have made this renewed consideration necessary. 

First, we have received the Report of the Special Committee 
on the Problem of Hungary, Document A/3592. The 
report confirms and documents in detail the Soviet 
Union's violation of the Charter by its intervention in the 
internal affairs of Hungary—a violation for which the 
Soviet Union was condemned by a resolution adopted 
earlier in this session. 

Second, as I shall show later in my remarks, repressive 
measures and denials of liberty have been visited upon 
the Hungarian people ever since the events of October 
and November, by the regime which Soviet military 
power still maintains in Hungary. 

In these circumstances the Assembly has a responsibility 
to consider the facts and to take whatever steps can be taken 
peacefully to relieve the suffering and injustice which now 
prevail. It is such a massive violation of the Charter which 
we are all pledged to uphold that we could scarcely act other- 
wise. 

I. THE SPECIAL COMMITTEE REPORT 


Since the first period of time which we have to consider 
is that covered by the report of the Special Committee, it is 
proper to begin with some words about that report. 

The task which the Assembly assigned to the Special Com- 
mittee in its Resolution 1132(XI) of January 10, 1957, was 





to produce for the General Assembly, and for all Member 
States, “the fullest and best available information regarding 
the situation created by the intervention of the Union of 
Soviet Socialist Republics, through its use of armed force and 
other means, in the internal affairs of Hungary, as well as 
regarding developments relating to the recommendations of 
the General Assembly on this subject.” Those recommenda 
tions, as all delegates will remember, called chiefly for with 
drawal of Soviet forces from Hungary; the stopping of de- 
portations of Hungarians by the Soviet Union and the return 
of deportees; the halting of any form of Soviet intervention 
in Hungary's internal affairs; the reestablishment of Hun- 
gary’s political independence; and the admittance of United 
Nations observers into Hungary. 

The Special Committee carried out its assigned task. The 
fact that five wise and experienced men from countries so 
widely separated as Australia, Ceylon, Denmark, Tunisia and 
Uruguay agreed on the facts of this complicated history is 
a further confirmation of the value of the report. Its authors 
deserve great praise for their diligence and their integrity 
Men of less courage might have been tempted to trim the 
truth; men of passion might have embellished the truth; 
they have told the truth calmly and clearly. 

The highest compliment that can be paid to the report 
has already been paid by people all over the world, who hav« 
read it and republished and summarized it by press and 
radio to an extent without precedent in the history of United 
Nations documents. | 

The report is based on an impressive array of information 
In addition to testimony from over 100 Hungarian eyewit- 
nesses of the revolution, the committee consulted much writ- 
ten material, as is shown in the list printed at the end of the 
report. Two things are noteworthy here. First, the witnesses 
called were, in all cases, people who had actually been present 
during the revolution. Thus they all had first-hand testimony 
and not mere hearsay evidence to give. 
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The second point is that the written material includes a 
great many authentic quoterions from official Soviet and Hun- 
garian sources, including statements by Mr. Kadar and mem- 
bers of his administration. This was clearly the fairest treat- 
ment that the committee could give to the point of view of 
the Soviet Union and the puppet Hungarian authorities. The 
committee was anxious to hear their point of view in more 
detail, but it was refused admittance to Hungary and neither 
Hungary nor the Soviet Union took advantage of the oppor- 
tunity to submit documents to it 

In fact, it has to be recorded. that up to now the Soviet 
Union and the regime which it installed in Hungary have 
both taken a hostile attitude toward this proceeding. They 
have heaped invective upon the report and published cruel 
ind unfounded personal accusations against members of the 
committee. Up to now they have done their best to conceal 
the contents of the report from their own people. It is true 


that one Budapest newspaper has printed some highly selected 


ind ragged excerpts, but I am told that for every sentence, or 
mutilated sentence, of quotation from the report, the news- 
paper carries nearly 50 sentences of commentary. 


In spite of the obstacles placed in its way the committee 


has produced a report which not only confirms the know- 
lge of events on which the Assembly acted last winter but 


sreatly amplifies ¢ knowledge and refines it. This report is 

the nearest approach that the world has yet seen to the truth 

bout the Hungarian revolution of 1956 and its suppression 
Il. THE REVOLUTION AND ITS SUPPRESSION 

{1s to the events which the Committee's report recounts, 

[ shall. mention only the most significant points. The report 


letailed, first-hand evidence that what happened 


3 and the middle of November 
1956 was a simple struggle by nearly a whole people to regain 


iberty, a struggle snuffed out by massive Soviet 


proves with 


in Hungary between October 


t(neir iost 


rorce 

On October 22, 1956, as throughout the previous nine 
years, Hungary was held captive by the Soviet Union. On the 
next day the Hungarian people began to march toward free- 


dom. One week later Hungary was free. For a period of four 
days ending in the early hours of November 4, Hungary had 
emerged from captivity. During this period the Soviet Union 
even made a semblance of acknowledging the country’s new 
tended to negotiate with it on withdrawing 


ea ] ' 
status na pre 


Soviet troops 

Ac the same time the Hungarian regime itself was chang- 
ing. Within the first twenty-four hours of the uprising, it 
became clear that the old-style Communist police state was 
without power to maintain itself. The resources of power at 
its disposal since 1947 turned out to be a mere shadow. The 
irmy melted away and the Moscow-inspired secret police, 
the AVH, was too deeply hated to be a source of strength. 

By contrast, the revolutionary forces, which included all 
elements of society in Hungary acting in complete unity and 
lriven by the desire for freedom, possessed the power to 
remove the regime. Theirs was the most violent challenge to 
communist despotism ever to erupt in Eastern Europe. In 
one short week the Hungarian people secured the formation 
of a government by men of their choice. It was pledged to 
domestic policies of a socialist nature within a democratic 
framework; a multi-party system based on free and secret 
elections; the withdrawal of Soviet troops; and the pursuance 
of a neutral foreign policy. In this connection let me inter- 
ject that the United States has never thought that a free Hun- 
gary would or should have other than a neutral foreign policy 
or that it should be brought into any military alliance with 
the West 
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The Hungarian Communist Party, with an allegedly reliable 
membership of nearly 900,000, disappeared overnight. The 
hated secret police was disbanded, its best-known leaders and 
members killed or forced into hiding. Statues of Stalin, Soviet 
memorials and various outward signs of the country’s former 
status as a colony of Moscow were destroyed by aroused mul- 
titudes of young and old. 

Free political parties, newly reformed or revived, succeeded 
the imposed single communist party. A free press was in 
vigorous operation. Moscow publicly ordered Soviet occupa- 
tion troops to withdraw from Budapest since their presence 
“could serve as an excuse for a further aggravation of the 
situation.” 

At that moment this spontaneous popular revolt had 
reached the pinnacle of success. Order was being restored 
throughout the country when, on November 4, Soviet armies 
forcib-y deposed the popular regime and proceeded to reim- 
pose on the people of Hungary the same system of terror 
against which they had rebelled. 

These are not simply political events with which we are 
dealing, Mr. President. They are human events, and it is 
primarily in that human light that I hope we in this General 
Assembly will view them. The Special Committee clearly saw 
the human meaning of their assignment. We who have read 
their report will remember not only its political analysis burt, 
perhaps even more, the words and acts of people like the 
girl who told the committee what she considered the cause 
of the October 23 revolution: “We, the young people,” she 
said, “were particularly hampered because we were brought 
up amidst lies. We continually had to lie. We could not have 
1 healthy idea, because everything was choked in us. We 
wanted freedom of thought.” 

We will remember too the magnificent daring of that 
young man, whoever he was, who went to the microphone 
before 5,000 Budapest students on the night of October 22, 
to voice the fearful demand that was in everybody's mind 
but which nobody until that instant dared to utter openly: 
that while Soviet troops were stationed in Hungary, the 
wished-for political evolution could not take place, as the 
country was ruled by an imperialist tyranny. Just after that 
speech, and because of it, the demand for withdrawal of 
Soviet troops became the first of the famous “sixteen puints” 
formulated by the students of the Building Industry Tech- 
nological University. 

And we will also remember the eyewitness picture of Bu- 
dapest on the following day, October 23: “Work in Budapest 
stopped. Everyone went out on to the street weeping. People 
read the points and then rushed home or to their factories. 
Every stenographer and every typist did nothing but copy 
these things in all their offices. The Communist Party forbade 
this in vain. Everyone was talking about it; in conversation, 
over the telephone, the news spread in a few hours and within 
a short time all Budapest became an ant-hill. People pinned 
the Hungarian national cockade to their clothes, and a really 
fantastic miracle occurred, for I regard it as a miracle that 
the whole people became unified, says this witness. About 
100,000 AVH spies, informers and stool-pigeons had been 
planted in the national life of the nation and forced to supply 
information. On the morning of this day, for the first time, 
some one had dared to say that the Russian troops should 
leave Hungary. We had reached the point where we dared to 
say this publicly. This was what gave us unity, and the point 
at which the chains were broken which had bound us until 
then; the point at which the net in which the AVH spy 
system had been holding us was broken. Everyone became 
convinced. No one asked in the street, ‘Who are you?’, every- 
one used the familiar form of address even in talking to 
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strangers, everyone was on familiar terms, everyone could 
be trusted, everyone had a feeling of complete unity, because 
the entire system based on lies collapsed in a moment on the 
morning of October 23.” 

Let us remember that the people for whose sufferings we 
ask relief are not some abstract mass. They are the individual 
Hungarians who shared that feeling of exaltation and of broth- 
erhood in the renewal of freedom on that day not only in 
Budapest but all over Hungary. It was that feeling which 
supplied the real motive power for the revolution which then 
took place. 

Now, the United Nations, legally and properly, deals with 
governments, not directly with the lives of individual citizens. 
But we have here a case in which profound and tragic human 
consequences have flowed from the acts of one nation on the 
territory of another. 

If this were a fight between Hungarians, we would have no 
right to consider it here. But the Special Committee reports 
that “there is no evidence that during the fighting from 4 to 
11 November there were any soldiers or groups of Hun- 
garians, whether organized or unorganized, who fought against 
each other. The evidence supports the conclusion, says the 
report, that all fighting occurred exclusively between Hun- 
garian nationals and the Soviet forces.” And finally the Spe- 
cial Committee points out in the very last sentence of its 
report, “A massive armed intervention by one Power on the 
territory of another, with the avowed intention of interfering 
with the internal affairs of the country must, by the Soviet’s 
own definition of aggression, be a matter of international 
concern.” 

It is instructive that the committee was able to develop in 
such devastating detail the picture of Soviet military inter- 
vention both on October 24 and again on November 4, 
together with the troop movements which preceded these 
steps; whereas its search for evidence of prior Hungarian invi- 
tations, or of any legal basis for the intervention, ended in 
a twilight of official communist evasion. From these facts 
the committee concluded that there was at least doubt as to 
whether any invitation was ever issued. But no doubt ar all 
remains that a powerful state nakedly imposed its will on a 
weaker state. S 


III. THE SOVIET VERSION: THE TRUTH UPpsiDE DowN 

It is to the credit of the Special Committee that they include 
in their report a full summary of the official Soviet and pup- 
pet Hungarian version of these events. This version is docu- 
mented with quotations from official sources in Budapest 
and Moscow. I call the attention of the Assembly to it because 
it is a remarkable inversion of the truth, and if it is the best 
the Soviet Union and the Hungarian puppet regime can 
devise, its very feebleness adds conviction to the rest of the 
report. 

It is particularly interesting to note three official reasons 
which are given for Soviet military intervention, as follows: 
1. The commander of Soviet troops in Hungary said in a 

communique of November 5, “Hungary addressed herself 

to the Soviet troops to reestablish order in the country.” 

2. Mr. Kadar said, according to Pravda of November 13, that 
there was in progress a “counter-revolution” which, if not 
stopped, would have surrendered the independence of 
Hungary to the “Imperialist co'onizers.” 

3. Mr. Kadar’s administration said on January 6, 1957, that 
the Soviet Army was staying in Hungary to protect the 
Hungarian people against a possible military attack by 
foreign and imperialistic forces. 

In other words, the party whose tanks twice created death 
and disorder among a peaceful people says it came to restore 
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order. The party which came as an imperialist colonizer to 
re-deprive Hungary of her independence and to exploit her 
resources says it came to prevent that. And the party which 
launched in Hungary two military attacks by a foreign and 
imperialist force says its troops are staying on to prevent 
that. I suggest that the science of upside-down language has 
here been developed to its utmost point. 

The Moscow version makes much of what it calls a 
“counter-revolution” in Hungary. Mr. Kadar’s political party 
referred to this supposed movement as “a Horthyite-fascist 
Hungarian capitalist-feudal counter-revolution,” which is 
quite a horrible-sounding affair. But the Special Committee 
has a word of its own to say on this topic, which I shall cite 

“The Committee looked most carefully for evidence of 
such a heterogeneous movement, but found none. The only 
counter-revolution which did take place was that effected 
by the Soviet authorities when, by the use of overwhelming 
armed force, they replaced a socialist but democratic, regime 
in formation in Hungary by a police-State.’ 

That statement is borne out by all the facts we know 

No wonder the Soviet version of these events is not 
believed. 

It was not believed by the carefully indoctrinated Hun 
garian Army, whose units either disintegrated when the revo 
lution began or went over to fight with the freedom fighters 

It was not believed by the Hungarian workers, who formed 
workers’ councils to defend their revolution and who fought 
heroically at Csepel Island, at Ujpest and in the steel factories 
of Dunapentele 

It was not believed by Hungarian students who for years 
had been schooled in communism but who fought bravely 
against Soviet tanks. 

It was not believed even by the Soviet occupation troops 
who fraternized with the revolutionaries and were therefor 
replaced, in the second intervention, by troops from Soviet 
Central Asia who did not know even what country they were 
fighting in. 

And it was not believed even by many famous communists 
and pro-communists of the free world, men who out of rever 
ence for the communist way had tried for years to believe 
whatever Moscow said, men like Howard Fast in the United 
States, Pablo Picasso in Paris, and Peter Fryer of the London 
Daily Worker. 1 doubt very much whether either the Soviet 
representative or his Hungarian associate in this hall really 
believes it. 


IV. HUNGARY SINCE NOVEMBER—THE PROMISE AND THE 
BETRAYAI 

It remains now to review some of the events since lfoscow 
reimposed its rule on Hungary by the military attack of 
November 4. In the opinion of the United States this part 
of the story is of crucial importance. We must consider it with 
close attention if we are to do justice to the human problem 
which confronts us. 

Let me say here and now that the United States has no 
thought whatever of pursuing this subject in a spirit of cold 
war. We wish we did not have to pursue it at all. We wish 
with all our hearts that the Hungarian people had been 
allowed to carry on their own affairs in freedom and quietness, 
according to the standards of the Charter and of common 
decency. But this was not to be. The suffering and suppressed 
people of Hungary have no free voice, since Moscow has 
taken that away from them—certainly they have no free voice 
in this Assembly. 

It is therefore our duty to try the best we can to bring 
abeut a relief of their troubles. That can’ be done if the Soviet 
Union, which exercises military power in Hungary, will res- 
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pond co the judgments of world opinion. In Moscow's hand 
lies the power to relieve the tension in this situation by reliev- 
ing the injustice from which the tension arises. 

We can perhaps take as a reasonable starting point the 
reforms which the regime of Mr. Kadar promised to the peo- 
ple of Hungary after the attack of November 4. Thus we can 
judge that regime not by outside standards, but by standards 
which it set for itself 

The Assembly will recall the description in the report of 
the governmental situation in the first days after the attack 
of November 4. As the report says, “Having taken over Hun- 
gary by armed intervention, the Soviet authorities were com- 
pelled by reason of the administrative vacuum to administer 
a country whose popularly supported Government they had 
overthrown.” The Soviet military commanders carried out 
mass arrests and deportations of Hungarians, issued decrees 
to the Hungarian people over Hungarian radio stations, estab- 
lished curfews, and acted in general like military governors of 
an occupied enemy country. 

In this situation the Kadar regime evidently fele it had to 
do something immediately to win popular support. From the 
first day it made various promises of reforms known to have 
wide backing among the people. These are the promises which 
I suggest we now examine—and examine very carefully—and 
then we will see how they were carried out. 

Promise Number One: withdrawal of Soviet troops. 

The November 4 program of the p~ppet regime stated in 
point 15: 

“After the restoration of calm and order the Hungarian 
Government will begin negotiations with the Soviet Gov- 
ernment and with the other participants to the Warsaw 
Pact on the withdrawal of Soviet troops from Hungary.” 
Mr. Kadar repeated this promise on the radio and to visit- 
ing delegations on November 8, November 11, November 
14, November 15, and November 28. His foreign minister, 
Mr. Horvath, repeated it here in the General Assembly on 
December 3, 1956, in these words: “As soon as order is 
restored, Janos Kadar will demand the withdrawal of Soviet 
troops from Hungary.” 

Mr. President, that promise has been broken. A conserva- 
tive estimate made by the United States Government places 
the present number of Soviet troops in Hungary, not counting 
air force contingents, at 68,000, compared to only 25,000 in 
September 1956, before the revolution. 

The very notion of negotiations to remove these troops was 
officially abandoned as early as May 11 when Mr. Kadar said 
to the National Assembly in Budapest: “We are supporters 
of the Warsaw Treaty and consequently we are also supporters 
of the presence of Soviet troops in Hungary, as long as we 
are faced with the aggressive ambitions of the imperialists 
and the gathering of the imperialists’ forces.” Translated out 
of communist jargon, Mr. President, that amounts to indef- 
inite postponement. 

Promise Number Two: 
Fighters. 

The newly installed regime promised on November 4: 
“The government will not tolerate the persecution of work- 
ers under any pretext for having taken part in the most 
recent events.” Again on November 26 in a radio broad- 
cast Mr. Kadar said: “I repeatedly and unequivocally de- 
clare that we will adhere to, and make everyone adhere to, 
the solemn promise made in our government's appeal of 
November 4, that no worker will come to harm as a result 
of his participation in the mass movement which began on 
October 23.” 

It is hard to see why this promise had to be limited to 
workers, since in most societies justice is accorded impartially 


No reprisals against Freedom 








to all people regardless of their occupation or their supposed 
membership in one or another social class. But even if we let 
that pass, the record shows that the authorities in Hungary 
have broken their solemn promise of no reprisals, and have 
gone back to the old system of police terror. 

We have a news report that all 300 workers in a factory 
in Miskolc, one of the strongholds of the revolution, were 
sent to Russia for a “study visit” and have not been heard 
from since. We have reports of new networks of informers 
being created in factories and villages by blackmail threats 
against people who took part in the uprising. As usual in a 
police state, some of these reports cannot be fully verified. 

But on April 20 the provincial paper ZALAI HIRLAP, in 
Western Hungary, officially revealed the indictment of the 
whole population of the town of Lenti, whose population in 
1944 was 2,370, for taking part in the revolution—the whole 
town. 

In further proof of the breaking of this promise, Mr. Presi- 
dent, the United States Delegation has submitted, for circu- 
lation as a General Assembly document, a list of 1,768 individ- 
uals, each identified by name, against whom the Hungarian 
authorities have taken punitive action between November 
1956 and August 1957 for aileged anti-regime activities dur- 
ing and after the October revolution. This list is drawn 
entirely from Hungarian communist sources, namely Hun- 
garian newspapers and Hungarian communist radio broad- 
casts during the period in question. This is the nearest thing 
to official information available in Hungary today. The list ‘is 
doubtless incomplete but it is the best we have been able to 
get. 

It shows 23 executions. 
It shows 51 death sentences. 


It shows 29 sentences of life imprisonment, 15 of them . 


commuted from sentences of death. 

Among the occupations listed are: worker in a wagon fac- 
tory; coach builder; delivery man; apprentice; waiter; truck 
driver; foreman; driver; cabinet maker; miner; electrician. 
Even by communist standards I think such people are called 
workers. Other listed occupations, no less honorable, are stu- 
dent; bank clerk; soldier; army officer; university professor; 
writer; musician. 

Of all these charges, the most frequent is the simple phrase 
“revolutionary activity.” 

Many of those listed were reported simply as arrested. That 
is the last word we have about them. Perhaps the Hungarian 
authorities or the Soviet Government can tell us what hap- 
pened to them. 

Because of the breaking of this promise, Mr. President, not 
only these 1,768 people have been hurt, together with all 
others persecuted whose names have not been published. The 
entire Hungarian people are hurt when the courts are used in 
this way to make examples and thus to frighten the people 
into obedience. 

This list, of course, does not include any individuals against 
whom proceedings have been taken but not reported in the 
newspapers. We have no way of knowing accurately how 
many of these there may be, although some reports indicate 
the number is in the tens of thousands. Nor does it include 
the 190,000 Hungarians who fled to other countries rather 
than risk the vengeance of the Soviet puppet regime. They 
too, I might say, have been receiving letters full of promises 
of good treatment if they return to Hungary, but they know 
well enough how much faith to put in such promises. 
Promise Number Three: A Multi-Party System. 

On November 4 Mr. Kadar said in a radio broadcast 
that certain portfolios in his cabinet “must be filled by 
representatives of other parties and non-party persons.” 


VITAL SPEECHES OF THE DAY 






































































‘HE DAY 
r supposed 


n if we let 
1 Hungary 
and have 


1 a factory 
tion, were 
een heard 
informers 
ail threats 
usual in a 
erified. 

IRLAP, in 
ent of the 
ulation in 
-the whole 


Mr. Presi- 
for circu- 
98 individ- 
Hungarian 
November 
vities dur- 
is drawn 
nely Hun- 
lio broad- 
irest thing 
The list is 
en able to 


) of them . 


vagon fac- 
iter; truck 
electrician. 
are called 
e, are stu- 
professor; 


ple phrase 


sted. That 
Hungarian 
what hap- 


sident, not 
- with all 
ished. The 
re used in 


he people 


als against 
‘ed in the 
ately how 
s indicate 
it include 
ies rather 
ime. They 
' promises 
hey know 
es. 


broadcast 
filled by 
persons.” 




















HENRY CABOT LODGE 





On November 11 he said again in a radio speech: “I can't 

imagine the solution of our future tasks otherwise than 
by responsible participation of men of different party- 
political and ideological views in the country’s government 
at all levels.” 

This promise too was broken. By November 26 Mr. Kadar 
was saying on the radio that it would be fulfilled “once pro- 
ductive work has started throughout the country and legal 
order has been restored everywhere in every aspect.” That is 
quite a condition, and evidently it has not yer been fulfilled. 
On May 27 of this year the Minister of the Interior, Mr. 
Biszku, said in a public lecture that the efforts to restore other 
parties were “reactionary.” That is the old word. He said, 
our country the multi-party system doesn’t serve the interests 
of the dictatorship of the proletariat, it would only give the 
reaction legal possibilities.” So much for the right of political 
Opposition. 

Promise Number Four: Free Elections. 

Point 11 in the November 4 program of the Kadar 
regime was “the securing of democratic elections.” Again 
on November 15 he told a delegation from the Greater 
Budapest Workers’ Council: “We surrender the Party's 
monoply: We want a multi-party system and clean and 
honest elections. We know that this will not be easy, 
because the workers’ power can be destroyed not only by 
bullets but also by ballots. We must reckon with the fact 
that we might be thoroughly beaten at the elections, but 
we undertake the election fight because the Communist 
Party will have the strength to gain once more the confi- 
dence of the working masses.” 

That was a categorical promise made by a mar with his 
eyes open. It was of the utmost political importance. It has 
been broken. On May 9 Mr. Kadar told the National Assembly, 
“The Government takes the view that in our present position 
it would not be correct if we expended our time and strength 
on parliamentary elections.” The National Assembly there- 
upon passed a constitutional amendment prolonging its own 
mandate and postponing elections for two years. Whether 
the elections will be held after two years, and if so whether 
they will give the people the kind of real choice Mr. Kadar 
spoke of on November 15 is imporsible to tell. But the signs 
are far from encouraging. 

Promise Number Five: The Right to Strike. 

On December 11, 1956, the National Association of Free 
Hungarian Trade Unions, which was a government-spon- 
sored organization and can be presumed to speak for the 
regime, declared: “The right to strike is inalienable 
right of the workers’ class.” And again: “The strike is the 
strong weapon of the workers’ class.” 

The promise clearly implied in that statement was broken. 
Decrees No. 2 and No. 4 of 1957, by the Presidential Council, 
established the death penalty for inciting to strike or advocat- 
ing a strike in any shop with more than 100 workers. 

Promise Number Six: An End to the Soviet Plunder of 
Hungary. 

On November 14, 1956, Mr. Kadar told representatives 
of several workers’ councils that in future all trade agree- 
ments entered into by Hungary would be made public. The 
next day his statement was confirmed in a state radio broad- 
cast. 

This promise held special importance for the Hungarian 
people because one of the motives behind the uprising was 
to get rid of suspected economic exploitation of Hungary by 
the Soviet Union, especially in the uranium mines. Yet this 
promise too was broken. On June 16, 1957, Decree 34 clas- 
sified as state secrets all data about trade negotiations and 
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trade relations and agreements between Hungary and foreign 
countries. 

Promise Number Seven: Freedom for Writers and Artists. 

On January 6, 1957, Radio Budapest broadcast a yovern- 
ment declaration which said: “The Government insures 
freedom for scientific and artistic creative work and respect 
for scientific and artistic convictions. Every progressive 
tendency and conception which promotes the development 
of our national culture must be given room in scientific and 
artistic life.” 

This promise, ambiguous enough to begin with, was soon 
broken completely by the institution of police terror against 
Hungarian writers. On January 17 the Hungarian Writers 
Union was temporarily suspended by the police. On January 
25 Radio Budapest announced the arrest of five prominent 
writers for revolutionary activity. On April 21 the Writers’ 
Union was permanently abolished and the famous writer Tibor 
Dery was arrested, according to Radio Budapest, “on suspicion 
of having committed a crime against the State.” We have no 
word that Mr. Dery has yet been released. These arrests, 
undoubtedly, have helped to make sure that the only freedom 
exercised by Hungarian writers is the freedom to write as they 
are told, or not write at all. 

Promise Number Eight: Freedom of Religion. 

On November 27 the State Office for Church Affairs, a 
part of the government, said: “The Revolutionary Worker- 
Peasant Government stands on the basis of free practice of 
religion.” Specifically the announcement confirmed the priv- 
ilege of religious instruction in schools, which was one 
demand of the revolution. 

This promise too was broken. On January 29 a decree was 
issued permitting attendance at religious classes only for 
children who had been enrolled for them at the beginning 
of the school year. Since the beginning of the school year was 
before the revolution when restrictions on this matter were 
still in force, the new decree took away with one hand what 
had been given with the other. It was a transparent piece of 
evasion. 

Mr. President, there are eight broxen promises of the 
regime in Hungary. The list could be extended. But I have 
chosen these eight because they all concern basic rights of 
every human being. Judged by the standards which it set for 
itself, the Soviet puppet regime has grievously wronged the 
Hungarian people. 

That regime is, of course, an agent of Moscow’s will. The 
wrongs it has done flow from the original wrong done by 
Moscow in crushing Hungary's liberty and independence by 
armed force. 


IV. THE DRAFT RESOLUTION 


I come now to the draft resolution which is before the 
General Assembly. Let me begin by making a few general 
comments. 

The first comment is that this resolution, as its broad spon- 
sorship suggests, is the joint product of many delegations. 
Other delegations will wish to speak for themselves about it, 
but as representative of one country involved in drawing it 
up I should like to acknowledge the very great contributions 
of thought which so many of our co-sponsors have made. | 
believe the consultations which have led to this draft have 
been as wide as any consultations of this kind in the United 
Nations. 

My second comment is that the United States, and I think 
all our co-sponsors, have been animated throughout by a desire 
to be constructive, not vindictive. As we consider this resolu- 
tion we have to consider the long list of broken promises of 
the Kadar regime, which we have just reviewed. These short- 
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comings cannot be passed off as a merely internal Hungarian 
affair. In the first place, they involve violations of human 
rights guaranteed by treaty, the Treaty of Peace of 1947, to 
which both Hungary and the Soviet Union are parties, as is 
also, of course, the United States. In the second place, they 
involve acts of a regime which was forcibly imposed on 
Hungary from the outside by the intervention of the military 
forces of the Soviet Union. That intervention continues today 
in the form of massive military occupation forces and all the 
familiar apparatus of Soviet colonial rule. The betrayal of all 
the dearest wishes of the revolutionaries is not an internal 
Hungarian matter. It is a matter of outside pressure, a matter 
which it is in the power of the Soviet Union to correct. 

It is therefore a proper concern of the General Assembly. 
We approach this concern in a genuine desire to see this sit- 
uation improved. If that is to be done we must appeal to the 
Soviet Union to correct these wrongs, of which it is the real 
author. 

My third general comment is that, although the draft resolu- 
tion seeks to be moderate in tone, what it says is truthful and 
forthright. It does not retreat in any respect from previous 
stands taken by the Assembly on this subject. To do so would 
be to shun the truth which it is our duty to face, and that 
would bring the Assembly ii: °o contempt. 

The specific provisions of the draft resolution are, for the 
most part, self-explanatory, but they do call for brief com- 
ment. 

The preamble refers to the five countries whose representa- 
tives compose the Special Committee—Australia, Cevlon, Den- 
mark, Tunisia and Uruguay. It notes that the report of the Spe- 
cial Committee is unanimous. This is a well-deserved tribute 
to those five countries and to their able representatives, but 
it is more than that. It is also a recognition that in this matter 
of Hungary the truth is seen in the same light in all quarters 
of the globe. There is not a Western truth or an Eastern truth 
about these events; there is a single truth and the Special 
Committee has reported it as fully and clearly as is humanly 
possibie. 

The preamble then expresses regret that the Sovier Union 
and the present authorities in Hungary failed to cooperate 
in any way with the Special Committee. In fact, as I have 
already said, those countries have completely excluded the 
committee from Hungary and have not even submitted docu- 
ments to it. All they have done is to heap abuse on the com- 
mittee and its report. And yet, incredible as it may seem, the 
emissaries of the present regime in Budapest have been tour- 
ing the world saying the committee is biased because it did 
not visit Hungary! When you have heard that you have really 
heard everything 

Turning to the operative paragraphs, we begin with an 
expression of appreciation to the committee. This is richly 
deserved. They have done a monumental job of research and 
analysis in the face of great obstacles, especially the attitude 
in Moscow and Budapest which I just mentioned. They have 
shown courage in the face of personal vilification, yet they 
have managed to keep a cool and judicious mind under all 
this stress. They have rendered a lasting service to humanity. 

The second operative paragraph endorses the report. As far 
as the United States Delegation is concerned, this means a 
finding that the conclusions are all soundly based on the 
detailed evidence presented, which includes many official 
statements by the Soviet Union and the Kadar regime and 
their newspapers and radio stations. 

Operative paragraph number 3 singles out for special notice 
one conclusion of the Special Committee, namely, that the 
events in Hungary last October and November constituted a 
spontaneous national uprising. The official Moscow story is 
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that these events were brought about by outside interference 
from Western Europe or the United States. But that story 
is exposed in the committee's report as unfounded. It is worse 
than that. As an editorial in Budapest said during the days 
of freedom last year, the story is an insult to the Hungarian 
freedom fighters. 

Concerning it the report says: “What took place in Hun- 
gary in October and November 1956 was a spontaneous 
national uprising, due to long-standing grievances which 
had caused resentment among the people... . 

“The thesis that the uprising was fomented by reactionary 
circles in Hungary and that it drew its strength from such 
circles and from Western ‘Imperialists’ failed to survive the 
Committee's examination.” 

Operative paragraph 4 presents certain findings which we 
have chosen from the conclusions of the Special Committee 
because they indicate clear violations of the Charter and are 
therefore of a special concern to the United Nations. Three 
of these findings relate to gross violations of Hungary's sover- 
eignty. The fourth and fifth relate to violations of specific 
international treaties by the Soviet Union and by the authori- 
ties now in Hungary. These are the most basic facts of the 
situation. Our first duty is to face them candidly and without 
passion. That is what this paragraph of the resolution does. 

Our second duty with regard to these facts is to judge them 
for what they are, and that is what operative paragraph 5 does. 
In it the Assembly condemns the acts already referred to. I 
submit that, if we are to uphold the basic principles of the 
Charter, we can do no less than to condemn these evil actions. 
There is nothing destructive about condemning evil. We do 
not condemn the doer, but the deed. We approach the doer 
in a spirit of constructive hope. 

That spirit of constructive hope is especially evident in the 
remaining paragraphs of the draft resolution. Paragraph 6 
brings us to the heart of the matter—the plight of the Hun- 
garian people who have suffered so much. As the United 
Nations is an association of nations, the suffering of one nation 
must be of concern to us. I am reminded of the moving remark 
of the representative of Burma in the debate on this same 
question ” winter. “There,” he said, “but for the grace of 
God, go we.” We can all think about that. If we were to 
harden our hearts against Hungary at this time we would be 
undermining the whole fabric of the community of nations 
which it is the purpose of the United Nations to uphold. 

If our concern is genuine it must take the form of action. 
Paragraph 7 expresses that thought. It is not enough to accept 
the truth if we are too tired or too preoccupied or too timid 
to act upon it. We must indeed make further efforts. How 
quickly and how largely our efforts may succeed we cannot yet 
know; but if we do not try we will never know. The Soviet 
Union has shown a great resistance to the voice of world 
opinion on this matter, but we cannot believe that it will be 
forever deaf to the voice of its own manifest interest, and 
its own long-range manifest interest, which is to act in har- 
mony with the conscience of the world. We all know in our 
hearts that that is true. 

Our first effort, then, must be to renew our cail upon the 
Sovier Union to conform to the Charter in the matter of 
Hungary. That call is made in operative paragraph 8. It is 
possible to say that the demands made in that paragraph 
are so sweeping that they will not soon be fulfilled. To that 
I say simply this: We must make the demands which we know 
to be right. As to fulfillment, we shall see. All is better than 
a part; a part is better than none. Now is better than later; 
later is better than never. If we have the courage to press 
for what we know is right, we thereby make progress possible. 
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With patience and fiisznness we can be confident that the 
“ight will increasingly prevail. 

Operative paragraph 9 introduces a new mechanism. It was 
the view of many delegations that the chance of progress 
could be increased if the General Assembly were to appoint 
a Special Representative of outstanding eminence to pursue 
the objectives of the General Assembly on the Hungarian 
question. It was felt that such a man would be given the 
widest possible discretion as to how to proceed. His terms of 
reference would consist primarily of the relevant resolutions 
of the General Assembly. He would be asked to consult as 
appropriate with the Special Committee, whose constantly 
increasing fund of information and insight into this whole 
subject can be of great value to him. Finally, he is to report 
and make recommendations to the General Assembly. 

To make such a provision as this would be futile if it were 
not possible to find the man for the job. We are encouraged 
to believe that this is possible. Of all the names mentioned 
the one which has aroused the widest support and enthusiasm 
is that of our President, Prince Wan Waithayakon of Thai- 
land. His great standing as a world figure, his vision and skill 
as a diplomatist, and his deep devotion to the principles and 
purposes of the United Nations qualify him eminently for 
such a task as we have in mind. If the Assembly asks him to 
accept this new post, difficult as it is bound to be, we hope 
that he will consent. 

The draft resolution ends with a decision to place the Hun- 
garian question on the provisional agenda of the Twelfth 
General Assembly. Mr. President, this is an important deci- 
sion to make and, I suggest, essential to progress. The people 
of Hungary are being shot and imprisoned and maltreated 
now; their sufferings are actual and acute and demand from 
one day to the next day to be relieved. It is impossible to know 
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how many lives of Hungarian patriots are endangered from 
one day to the next day by continuation of the present grim - 
course of events in that country. If we are to come to the 
relief of these people we must at least begin to do so with 
all speed. That means that we must not let this matter drift 
but keep it in the forefront of our attention until we know 
that progress is being made. 


V. CONCLUSION 

Mr. President, the greatest danger which we face in this 
difficult and tragic matter is that we will give in to despai: 
The most necessary quality for us, therefore, is steadfastness. 
We know what is right. Although there is considerable physi- 
cal power behind the thing which is wrong, those who wield 
that power are human beings who can be brought to change 
their minds. It is not only in our interest, but in theirs as 
well, that that change should occur. Until it does they will 
continue to be surrounded, as they are today, by bitter and 
hostile peoples who will turn against them the minute they 
have the chance. 

In a speech last May 9 to the National Assembly in Buda- 
pest, Mr. Kadar is reported to have rejected proposed political 
reforms in his So-iet-occupied state by saying, “we cannot 
turn back the wheel of history.” Mr. President, I think there 
is great doubt that Mr. Kadar and his Soviet masters know 
in which direction the wheel of history is turning. They 
seem to be trying with all their might to wrench it out of 
its natural path. Bur surely it cannot forever be made to turn 
in a direction which causes so much death and fear and 
heartache and suffering for millions of people. The faith of 
the sponsors of this resolution is that the wheel of history 
can, with God's help and steadfast human effort, be made to 
move toward justice and toward truth. 


The Perpetuation of 
Our American Heritage 


REVITALIZE THE OUTLOOK OF OUR YOUTH 
By J. EDGAR HOOVER, Director, Federal Bureau of Investigation, Washington, D. C. 


Delivered before the National Convention of the American Legion, Atlantic City, New Jersey, September 19, 1957 


Y PLEASURE in being with you today is marred by 
the realization that our Nation must still engage 
in a struggle to maintain the peace. Our military 

might must be maintained if America is to remain the land 
of the free and the home of the brave. And our home front 
rust remain secure. 

Communist subversion and defiance of the law threaten 
the very foundations of our society. Perhaps to some this may 
be considered a “cold” war but, in reality, it is an exceedingly 
“hot” one. It is tragic that too many of our people are not 
taking the danger signals seriously. 

There are those in this country who, through ignorance 
or design, confuse the basic issues of our constitutional free- 
dom and muddy the waters of national unity. These are the 
same individuals who would reduce The American Legion 
from a vigorous defender of American liberty and tradition 
to an ineffectual chowder and marching society and force 
this vital organization out of the fight to protect our shores 
from invasion and our communities from internal subversion. 

To the everlasting glory of The American Legion, you have 


not been idle. Fortunately for the United States, you and 
other dedicated, patriotic groups recognize with keen percep- 
tion the existence of the deadly double-edged dagger pointed 
at the heart of our Nation. 

With the unprecedented material advantages of today, an 
attitude of complacency seems to have permeated the national 
mind to an almost unbelievable extent. There is a trend of 
softness toward wrongdoing which can cause irreparable 
harm. We are being stifled by technicalities and by the throw- 
ing of roadblocks in the pathway of our traditional methods 
of justice. 

We need to dedicate ourselves anew to the perpetuation of 
our American heritage, and to a nationwide recognition 
campaign to bring about a renewed appreciation of this heart- 
stirring heritage. It is disheartening that more young people 
appear to know the words of popular “soap-jingles” than the 
meaningful words of “The Star-Spangled Banner.” It is time 
for all of us to reacquaint ourselves with our historical treas- 
ures and the moral values which inspired our forefathers to 
lead our country to the pinnacle of world leadership. 
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Eleven years ago, when I last had the pleasure of attending 
a National Convention of your organization, our country had 
just emerged victorious from a devastating world conflict. As 
we then turned our attention to the problems confronting 
our Nation, we observed the rapidly growing, menacing two- 
headed monster of subversion and lawlessness. We recall that 
during the year 1946, 1,685,203 major crimes were reported 
by local, county and state law enforcement agencies in this 
country. In January, 1947, Communist Party membership in 
the United States was recorded as 74,000. 

Since 1946, we have made tremendous forward strides in 
many fields. Our technological achievements stagger the im- 
agination. Let us, however, examine Our progress with regard 
to other problems which confronted us in that period. 

Look at your watch as it ticks off 12 seconds. In that span 
a major crime has been committed somewhere in the United 
States. 

Last year a shocking total of 2,563,150 major crimes was 
reported by the Nation's police. The number is increasing this 
year. Actual Communist Party membership has declined. ‘Thus, 
with an estimated population increase during the past eleven 
years of some thirty million people, it would appear that we 
are losing the fight on crime and winning the battle against 
subversion. I assure you, nothing could be further from the 
truth. To give up in the war on crime or to ease up in the 
battle against subversion will bring national disaster. 

The fight against lawlessness, while discouraging, is not a 
hopeless one. Conversely, the subversive movement today 
actually presents a far more deadly menace than the Com- 
munist Party membership figure would indicate. Even bear- 
ing in mind the well-known communist claim that for every 
actual dues-paying member there are ten or more individuals 
prepared and anxious to do their bidding, the total still may 
not appear too formidable. Yet, history tells us of the devasta- 
tion which a handful of fanatics strategically placed can bring. 
When we dismiss the menace of communism as the activity 
of a small dissident group, we move into a “fool's paradise.” 

Whatever the surface indications of Party discord, the FBI 
investigations have shown that there is a hard core of con- 
spiratorial Reds unaffected by Party differences and con- 
trolled by the heavy hand of Moscow. As long as this unde:- 
cover “apparatus” exists, the communist threat cannot be 
brushed aside as trivial or fanciful. It is a continuing, aggres- 
sive force constantly at work to suborn and subvert the Amer- 
ican people. 

The United States is hamstrung by maudlin sentiment of 
some and sinister designs of others. Forces have been at. work 
in the United States since the illegitimate birth of atheistic 
communism, which seek to weaken and destroy us. Soviet 
Communist Party leader Nikita Khrushchev, in fact, reiterated 
this goal when he predicted in his well-publicized June tele- 
vision interview that your grandchildren would live under 
the heel of communist socialism. The influence of the sub- 
versive conspiracy has been almost unbelievable—reaching 
deep into practically every walk of life. To gauge the effec- 
tiveness of this campaign, we need only to note the wide- 
spread and vociferous clamor raised whenever our govern- 
ment attempts to deal firmly in self-defense against the sub- 
versive threat. 

Certain organizations obviously dedicate their efforts to 
thwart the very concepts of security. They vehemently oppose 
methods to gain this security and it is obvious that their aim 
is to destroy it. They protest that they are fighting for freedom, 
but in reality, they seek license. They hypocritically bar com- 
munists from their membership, but they seem to hate all 
persons who abhor communists and communism. They claim 
to be anticommunist but they launch attacks against Congres- 
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sional legislation designed to curb communism. They distort 
and misrepresent and ridicule the Government's security pro- 
gram. They lobby and exert pressure on the leaders of Gov- 
ernment both in the Legislative and Executive Branches. 

Some such organizations are supported by tax-exempt 
funds. Others are infiltrated by a hard core of propagandists— 
small but articulate—whose real aims do not represent those 
of the hundreds of otherwise well-meaning Americans who 
are supporting such organizations. The recent campaign to 
throw open the files of the FBI is a case in point. The bland 
refusal to recognize the right of the public welfare and the 
proper use of common sense result too often in a prostitution 
of the law in favor of evil. 

Sadly, the cult of the pseudo-liberal, which is anything but 
liberal, continues to float about in the pink-tinted atmosphere 
of patriotic irresponsibility and remains strangely silent when 
another Nation such as Hungary is pillaged, plundered, and 
reduced to virtual serfdom by barbaric communism. 

Every pseudo-liberal in this country should look inside his 
heart and give heed to the destruction he may be bringing 
upon the very country that permits him to enjoy this very 
freedom of thought. 

You Legionnaires, who already have proved your bravery 
and your love of country, labor under no misconception 
concerning the true nature of the enemy of. the free world. 
Over the years both The American Legion and the FBI have 
been frequent targets of the communists and their dupes; 
chosen points of attack for the phony “liberals,” the fellow 
travelers and those of similar ilk. There is no better patriotic 
recommendation than to be attacked by obstructionists such 
as these. It is equally possible to be proud of one’s enemies— 
or to be proud of the reasons for their enmity. 

Your Americanism program and its related activities have 
proved that practical and effective educational progress can 
be achieved without impairing our precious democratic pro- 
cesses. I wonder how many stalwart God-loving people there 
are in Poland, Hungary, Czechoslovakia, China and the other 
Red-controlled countries who today are living in misery and 
condemning themselves for their failure to recognize the 
first signs of infiltration by subversive forces. Communism 
runs counter to all decent aspirations of the human heart. 

To dismiss lightly the existence of the subversive threat 
in the United States is deliberately to commit national suicide. 
In some quarcers we are surely doing just this. It would be 
the worst kind of folly to allow the spy and subversive im- 
munity through technical rather than logical interpretation 
of the law, while they plot the destruction of our democratic 
form of government. The American communists and their 
dupes and fellow travelers are the skirmishing lines of the 
Soviet conspiracy against our Nation. An underground move- 
ment, composed of hard-core, fanatical, dedicated communists, 
and their brain-washed followers, is doggedly at work in our 
country today. 

Now, as never before, the propaganda drums of peaceful! 
coexistence are being sounded throughout the world. The 
startling events of the past several months have, as in the case 
of Hungary, reminded the world that drums of the Kremlin 
are cunningly camouflaged war drums, tuned to deceive the 
gullible and naive. 

As Lenin, the present idol of Khrushchev and his cohorts, 
said, “We do not believe in external morality and we expose 
all fables about morality.” Lenin’s instractions include low 
blows, brass knuckles and spikes. Play it dirty or you are not 
a communist. In every trouble spot on the face of the globe. 
Lenin's injunctions are being followed. Communists shift 
from violence, and threat of violence, to rely upon division, 
enticement and duplicity. 
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As for the new-look melody of our home-grown advocates 
of traitorous deceit, we need only examine the outcome of 
the Sixteenth National Convention of the Communist Party 
of the United States last February to see that their aims have 
not changed, that this conspiratorial group’s fundamental 
adherence to the Party line has remained steadfast and that 
this small odorous animal has not lost the white stripe on 
its back after all. 

Despite the Party's claims of independence from Moscow, 
let us look at its February National Convention, one of the 
most carefully rigged fraudulent shows ever staged. There 
it gave the lie to the masters of the “big lie.” It retains its 
old name, traditional organization and the majority of its 
old leadership. In addition, it reaffirmed its adherence to the 
basic concepts of Marxism-Leninism. It refused to take a 
stand against the rape of Hungary, against tyranny and anti- 


Semitism in the Soviet Union. At no time did it disavow > 


its dependence upon or loyalty to the Soviet Union. 

The Russian conspirators smile, then frown; they zig, then 
zag, but they never really deviate. Bloody world revolution is 
their final goal. They regard America as the Nation which 
must be destroyed. Do not doubt it. 

As dedicated Americans, we must be eternally vigilant; 
we must continue to face the facts of life and exert every 
effort to alert our fellow citizens to the perils of public apathy. 
To be preoccupied with the dangers of possible atomic de- 
struction and to forget the deadly dangers facing us from 
within is folly indeed. 

Daily, news reports reraind us of the rampaging reign of 
lawlessness and, particularly, of the shameful juvenile crime 
picture expanding throughout the Nation. Not only has the 
number of juvenile offenders increased tremendously but so 
has the viciousness of their crimes. The harmless prank has 
given way to the premeditated act of violence. Disrespect for 
lawful authority has blossomed into complete disregard for 
the individual rights of others. : 

Shockingly, arrests of persons under 18 years of age in- 
creased more than 17 per cent in cities during 1956, while the 
increase in population of this group was only about 3 per 
cent. Furthermore, almost 46 per cent of all arrests for major 
crimes in the United States were of youngsters under 18. 
This group, for example, accounted for more than 66 per 
cent of all auto theft arrests. They are no longer bad children; 
they are young criminals and must be dealt with accordingly. 

One cannot help but admire the overwhelming majority 
of our young people, particularly when the number and 
nature of the evil forces confronting them in their day-to-day 
living is considered. The wholesome majority of the youth 
of this country merit congratulations and encouragement. 
They, unfortunately, must suffer the disgrace and shame 
brought down upon their age group by the relatively small 
percentage of youth who have become enmeshed in the 
tangled web of crime. 

The peddlers of obscene pictures and writings have so 
flooded the market with this toxic trash within the past few 
years that to find a news rack without samples of it is the 
rare exception. The trade in this printed poison is big busi- 
ness and a lucrative one. A single smut dealer, for instance, 
can produce at small initial cost obscene photographs or pub- 
lications which can then be copied by the thousands. Unlike 
the narcotic cigarette which is reduced to ashes after degrad- 
ing one unfortunate victim, the obscene photo, film or book 
can be transmitted on an almost endless round of moral 
destruction. The activities of the muck merchants are national 
in scope and are closely organized. These moral degenerates 
draw no line of age distinction when it comes to customers. 

Your child can easily become one of their tragic victims. 
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An aroused public is necessary—one that will not counten- 
ance the placing of this trash on public display. Parents and 
other guardians of the young must be aware of what is being 
read by those in their care. Guidance and concern for a child’s 
mental and spiritual development are just as important as 
regard for its bodily needs. Stiffer legal penalties, particularly 
in local and state courts, are needed to replace the frequent 
wrist slap given those convicted of this vile trade. Not until 
longer sentences and heavier fines remove the financial 
advantages of this traffic will the producers, distributors and 
dealers of filth be driven out of this sickening business 

There is today a vicious movement to undermine the tradi- 
tional spiritual and moral principles of our Nation. Freedom, 
divorced from authority and discipline, is a frightening thing 
and is the first step toward total moral degeneration. 

The term “juvenile delinquency” is, of course, a misnomer. 
The large majority of cases involving juveniles have exhibited 
that the real delinquency orginates in the home. Parental delin- 
quency would certainly be a more descriptive term. To sal- 
vage our youth is the responsibility of adult America—it is 
inescapable, and we must turn our faces to it, not our backs. 

It is my firm conviction that only when the family returns 
to living as a unit will we be moving in the proper social 
direction. Millions of words have been written and spoken 
on this subject. Tne time for definite action is long overdue. 
Any lasting corrective steps will have to begin at the corner- 
stone of our society—the home. The child with a secure, 
happy, religious home rarely becomes delinquent. The young- 
sters whose parents care enough about them to be interested 
in their activities are not found in the juvenile courts and 
correctional institutions. 

The underprivileged child must be convinced that someone 
does care about him. Youths who have exhibited a tendency 
to get into trouble need the assistance of interested citizens 
and civic organizations to keep from drifting into lives of 
crime. It is during these formative years that youth needs 
such help to replace the guidance and attention which is too 
often, today, tragically lacking in the home. 

The American Legion deserves great approbation and sup- 
port for its “Back to God” movement, for only with such 
reminders of the fundamental roots of American religious 
tradition will our Nation be able to survive the many and 
varied assaults upon our society. 

Worship of God, dependence upon God’s guidance and 
prayer to God have been characteristics of American life 
since the early decades of the 17th century. 

The time is opportune to reinform America of the inspiring 
story of our glorious democratic history of liberty, freedom, 
tolerance. and justice. What is needed to revitalize the out- 
look of our youth is a total effort, beginning in elementary 
education and soundly bolstered in the home, to teach and 
preach the greatness of America, to make our history and 
our traditions live anew. 

Our young people are deserving of a vivid and accurate 
picture of just what was required to make our Nation what 
it is and it is our obligation to provide them with a realiza- 
tion that our heroes of achievement were vigorous, dedicated 
individuals; that they were flesh-and-blood human beings. 
We must present to our youth, in terms of up-to-date interest 
and vitality, a clear picture of the struggles, hopes and accom- 
plishments of our great national heroes. We have heard about 
America with our ears but not with our hearts. 

We must pass on to our young people the greatness that 
is America’s. We must remind all of our citizens of the wealth 
of our Nation’s moral and spiritual treasures. By reflecting 
upon the glories of our past, we can advance together to even 
greater heights of achievement in the future. We can eradicate 
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the blighting slums of juvenile crime and repel, by our own 
example of united strength, the threats of subversive destruc- 
tion. In moral and spiritual issues, there can be no neutrality. 

An informed citizenry, alert to guard our heritage, will 
guarantee strengthened sinews and heightened resolve that 
our flag on high will never be replaced with the butcher-red 
emblem of barbarous, godless communist slavery. Ours must 
ever be the glorious red, white and blue symbol of American 
freedom and liberty. 

We are today challenged to fortify the moral and spiritual 
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bulkwarks of our country. It must start with the individual. 

You, as Legionnaires, have the spirit—one of quiet passion; 
a passion for decency, for fair play, for working together and 
maintaining order. All are strong enough to hold the line 
against any enemy, whether it be a foe outside the gates or 
a subversive agent working in our midst. 

You are gallant men and you exemplify the spirit of Free 
America. We shall always be indebted to you. Through your 
acts and sacrifices you have proved that True Freedom is a 


priceless gem. 


How Free is the Press? 


THE PROPER AND JUDICIOUS USE OF FREEDOM 
By LESLIE G. MOELLER, Director, School of Journalism, State University of lowa, lowa City, lowa 


Delivered at the Rochester Photo Conference Sponsored by George Eastman House and by the National Press Photographers 
Association, Rochester, New York, September 9, 1957 


TE ARE ACCUSTOMED to think of the United 
States as a land of freedom, and it is indeed a land 
of freedom, but it is a land in which that freedom 

is under constant challenge. This challenge is greater than in 
many years past, and perhaps greater than it has ever been. 
The challenge has been more than a challenge; certain free- 
doms have been lost, and the fight to regain them is not 
going well. 

In such a situation, what is the attitude of the average 
citizen toward freedom? How could we today describe the 
climate of freedom in the United States? How does the con- 
duct of the mass media contribute to this atmosphere? 

How might we describe the average citizen's attitude to- 
ward freedom of the press for both the electronic and the 
printed media? How much does he know about this basic 
right? Does he tie it to his own freedoms? And does he 
have a boiling point, a point at which he will take action 
in behalf of freedom of the press? 

Whar is his degree of concern with the first and possibly 
the most basic element in freedom of the press, “the right 
of access,” which in our own time has come to be called “free- 
dom of information”? This right is elemental. Without 
access, there can be no news, there can be no picture. In 
today’s non-governmental world, access is mo worse than 
before, and in certain areas, notably business, it is better. But 
in government access has worsened. Many legislatures hold 
closed committee meetings. Many public records are secret. 
Administrators have learned that the handout, and a close rein 
on subordinates, will often control the flow of information. 
Congress holds one third of its committee meetings in execu- 
tive session. The military cloud of scientific secrecy is one 
of the great problems of our time. The Atomic Energy Com- 
mission is highly reticent in giving information about a life- 
and-death question: how extensive is atomic fall-out, and 
how dangerous is it for the citizen today and for the citizen- 
to-be of tomorrow? The federal government has now for 
the first time in its history begun to espouse formally the 
theme that “the public does not have a right to know,” and 
the Congress passed versions of a civil rights bill which spe- 
cifically penalize the giving out of information on, of all sub- 
jects, civil liberties! 

“Right of access” is then’ the great problem area today in 
freedom of the press, but the other elements are, however, 
equally important. Two of them, the “right to access to print- 





ing materials,” and the “right to print without prior restrairt,” 
are not at the moment under extensive challenge. Two others, 
“the right to print without fear of reprisal when content is 
not unlawful and is not harmful,” and “the right to distribute” 
are somewhat more in contention, but not so much as “free- 
dom to know.” The fact that these four elements are but 
briefly mentioned does not mean that they are not important 
—they are indeed very important—but merely that it seems 
more urgent to emphasize the current fight on freedom of 
information. 
* * * 

What makes up this existing “climate of freedom”? What 
elements help to determine it? 

This climate can be examined from the standpoint of three 
overlapping groups which make policy or use it, or which 
are unavoidably affected by it. These groups are (1) the 
Policy-Definers, or Policy-Initiators, or the Access-Controllers, 
almost all of them in the area of government; (2) the Active 
Defenders of Freedom in General, who in most cases are 
also the Active Users of Freedom, although some are defenders 
in the abstract, without direct concern for their own immedi- 
ate use of freedom, and (3) the Usually Passive Beneficiaries, 
who for the most part are everyday citizens not directly in 
the news-making or news-handling process. 

The Policy-Definers and -Initiators in government (and 
it is possible here to discuss only this'area) are under many 
stresses and strains. They usually operate in a “big” govern- 
ment. It is probable that bigness alone militates against free- 
dom. More control and !ess freedom seem an attractive method 
for smoothing operations in a large activity. It is also true that 
a great many persons tend to think that men in public office 
should never make mistakes. This is a non-sensible attitude, 
but it exists, and accordingly a man who makes mistakes pre- 
fers to have them invisible. He then finds a policy of “news 
control” very attractive. Freedom of information means that 
the administrator must explain, and he must justify. For 
various reasons this is often difficult; for example, the situation 
may be very complex, and the public is not noted for its 
ability to understand complex situations. Explanation may 
also be merely undesirable; it requires time he'd rather use 
for some other effort which he may very logically feel is deeply 
in the public interest. 

Another problem for the top-level federal: Policy-Initiator 
is the basic conflict between the urgency for national security, 
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especially in the face of communism, and the need to protect 
the rights and liberty of the individual. This contrast at times 
produces decisions which may protect national security but 
only at the direct cost of individual rights. For example, the 
Attorney-General prepares a list of so-called subversive organ- 
izations, but the organizations are not necessarily aotified 
that they will be on the list, and they are not given the 
opportunity of a hearing before the issuance of the list. Mem- 
bership in the organization, whether active or casual, intended 
or unintended, is then too often taken as evidence of sub- 
versive activity or tendencies, without further investigation. 

The Active Defenders of Freedom in General include some 
Policy-Initiators, but for the most part the Defenders are 
from the press, or some segment of the law, or from educa- 
tion, or from that very wonderful group, the American Civil 
Liberties Union, or, less often, from the church. For the most 
part the Active Defenders have a concern with freedom as a 
phase of their professional duties, or because it directly affects 
their performance of duty, but many times they have also a 
disinterested view not directly tied to their immediate work. 
Other persons may at times fight for the “immediate” types 
of freedom which at the instant affect their own actions, but 
these defenders are not continuing advocates of “freedom 
in general.” 

The third group, the Usually Passive Beneficiaries, Mr. and 
Mrs. Everyday Citizen, give the strong impression of not 
bothering much with this sort of thing. It is true that Ameri- 
can citizens told Dr. George Gallup’s American Institute of 
Public Opinion that the one best thing about being an Ameri- 
can citizen is “freedom’—but, in general, Mr. Average Citizen 
seems to feel that, as long as things go moderately well, free- 
dom in the abstract is somebody else’s business. Let the other 
fellow do it. In the fight for freedom of information in these 
past few years, what has the Average Citizen done? Where 
has he been? Certainly he has not been on the battle line. 

What is more, his expressed record of attitude on freedom 
or on freedom of the press has not been cheering. 

In a survey at the State University of Iowa, Prof. Charles 
E. Swanson found that 94.49 per cent of a sample of 373 
citizens in a city of some 50,000 believe the newspaper should 
“print all ideas and opinions.” However, the percentages 
change sharply when the points become specific. Only 82.3 
per cent think the newspaper should be allowed to criticize 
a book or movie; only 75.9 per cent would allow the paper 
to attack the mayor; only 64.8 per cent would permit the 
paper to attack the president; only 58.2 per cent would permit 
criticizing the labor policy of an employer; only 56.0 per 
cent would allow the paper to attack local labor unions; only 
54.2 per cent would print divorce hearings; only 53.3 per 
cent would print pictures of bodies of dead people; only 50.7 
per cent would permit the paper to criticize the quality of 
gasoline, and only 35.9 per cent would allow reproduction 
of a painting of a nude. 

The attitudes of the young people are also disturbing. Not 
long ago the Purdue University Public Opinion Poll asked 
high school students several questions in the area of freedom 
and civil liberty. These three thousand students were presented 
with the statement, “Newspapers and magazines should be 
allowed to print anything they want except military secrets.” 
Only 45 per cent give the answer “yes.” 41 per cent give 
the answer “no.” The remaining 14 per cent are uncertain. 
34 per cent say that the government should prohibit some 
people from making public speeches; only 53 per cent dis- 
agree and support the principle of free speech, while 13 per 
cent are uncertain. 26 per cent believe the police should be 
allowed to search a person or his home without a warrant. 
25 per cent would prohibit the right of the people to assemble 
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peaceably; these young people say that some groups should 
not be allowed to hold public meetings. 17 per cent say that 
local police may be right in holding persons in jail without 
telling them of any formal charge against them. 58 per cent 
agree that police may be justified in giving a man the “third 
degree” to make him talk. 33 per cent say that persons who 
refuse to testify against themselves should either be made to 
talk or should be severely punished; 20 per cent are uncertain 
on this point. 34 per cent would deny citizens the right to 
circulate petitions in some cases, and 32 per cent are uncertain 
on this point. 60 per cent say that police and other groups 
should have the right to censor or ban books and movies 
when they see fit. 49 per cent believe that large masses of the 
people are incapable of determining what is and what is not 
good for them—which is a rather vigorous rejection of the 
principle of democratic government. 

It is obvious that these young people do not believe very 
wholeheartedly in the Bill of Rights—or at least they do not 
think of the Bill of Rights as something that applies in 
everyday life. 

It is disturbing also .to find that many Americans are 
afraid to talk. Radio Station KSL in Salt Lake City made a 
tape-recorder survey of “man in the street” opinion on the 
discharge of General MacArthur. 40 per cent of those inter- 
viewed had an opinion, but said that they were afraid to 
express their opinions publicly. What were their reasons? 
“You can’t be too careful what you say.” “I don’t want to 
say anything until I find out how the ‘others’ feel.” “Some- 
body might hold this against me later on.” “I don’t want the 
FBI investigating me.” 

The Rochester (N. Y.) Times-Union found many people 
would not talk in a survey on “Whether Rochester residents 
thought they were getting their money's worth out of increased 
taxes.” One correspondent reported that she had to ask this 
question of “dozens of people to get one reply for publica- 
tion.” 

The same situation has been described by Hans Knight of 
the Harrisburg (Pa.) Patriot-News. In a two-column letter 
in Editor & Publisher of July 13, 1957, Mr. Knight expressed 
some worries about freedom of speech, based on interviews 
with two thousand persons over a two-year period in gather- 
ing material for a Sunday column called, rather ironically, 
“The People Speak.” He is concerned about their “fear of 
being on the record.” He is referring to “people who should 
have something to say—people in responsible positions—but 
won't say it.” He says these are “normal, articulate people 
with live minds who obviously could contribute something of 
value to the democratic process, but, by their own admission, 
are afraid to be quoted because of what they imagine might 
happen.” He goes on to say that “What bothers me is the 
almost universal reluctance to exercise the freedom of speech 
on anything touching on the controversial. If controversy is 
the lifeblood of democracy, the flow of blood is sluggish.” 

Dr. George Gallup has asked Americans about the use of 
the right of free speech. He found that 92 per cent of those 
questioned had a more or less clear understanding of the 
expression. Of this group, only 50 per cent were in favor 
of “freedom of speech for everybody—that is, for example, 
permitting anyone to say anything at any time about our 
government or our country.” 45 per cent would limit or 
qualify this right; 5 per cent are undecided. 

So it appears that many, many Americans would deny or 
limit many of the freedoms, and that they are too often afraid 
to speak up and to speak out. It appears too that they are 
mot very concerned about maintaining true freedom of the 
press, and that a great many of them are indeed willing to 
restrict it sharply. 
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Ac the very least, these Usually Passive Beneficiaries are 
unaware. They are not awake. They have not thought things 
through. They do not realize the full meaning of the words 
of William Allen White—that freedom is important only 
when it’s lost. 

* . o 

Whar then are the characteristics of a true climate of free- 
dom? What makes an “active” climate of freedom? 

Freedom does not grow automatically. Freedom is a natural 
right of man, but man born in non-freedom often tolerates 
this condition for thousands of years. Freedom, once gained, 
lives on in an atmosphere of understanding and awareness. 

“The man of freedom” needs to have a sense of the process 
of freedom—to realize that freedom has not come by magic, 
but through the musket at the shoulder, and the battle at the 
barricade, and the struggle in the legislative assembly and 
in the courts. 

Freedom is not won by men who sit at home. It is won by 
men of action, bitterly and slowly. The signing of the Magna 
Charta at Runnymede in 1215 was the climax of centuries 
of discontent with autocracy; but the Magna Charta did not 
immediately and finally bring freedom and the guarantee 
of civil liberty. Four centuries later King James could hang 
a thief without a trial. Still another one hundred and fifty 
years later the American colonists engaged in a great rebel- 
lion to assert their own right to certain freedoms. 

Nor have the intervening years been peaceful, and we fight 
this very hour to clarify and to retain the rights set out in 
the Constitution and in the Bill of Rights one hundred and 
fifty years ago. 

An awareness of the endless nature of this struggle, and 
of the current state of freedom, is an essential part of the 
freedom climate. The citizen must be watchful, and knowing. 
He might, for example, ask the question, “What is happening 
to the right to travel abroad?” Such travel is an important 
freedom; it is the ultimate way of really knowing the rest 
of the world. In an earlier day, a United States citizen going 
abroad did not need a passport. Such a document did not 
exist. The citizen simply decided to go, and he went. Then 
came the passport. It was introduced as a statement of identi- 
fication and its issuance was a formality. 

Today the situation is different. The individual citizen has 
become an instrument of the policy of the national govern- 
ment. Can you get a passport? Will your trip be “in the best 
interest of the United States”? Let us suppose that some 
anonymous, faceless person in the State Department decides 
that your trip is mot in the best interest of the nation. What 
happens then? What do you do? Can you prove that your 
going is indeed “in the best interest of the United States”? 
Even if you can provide such proof, is that freedom? 

The wide spreading of information about these situations 
is important; information may not always be the foundation 
for attitude, but often it is basic. The citizen must know 
what's happening, and for this reason he must realize that 
freedom of the press in a modern mass society is the basis 
for all other freedoms. Freedom of the press is the amplifica- 
tion of freedom of speech, and these together represent the 
greatest and most basic of the freedoms, which is intellectual 
freedom, freedom of the mind. Economic freedom, and polit- 
ical freedom, and spiritual freedom are all important, but 
these rest essentially and finally upon intellectual freedom, 
and they cannot endure without it. 

Certain factors may condition the citizen's attitude toward 
the press. These factors are important; if the citizen approves 
of freedom of the press, but is very disturbed about the press 
itself, his interest in freedom of the press may be of no 
effectiveness. 



















































VITAL SPEECHES OF THE DAY 


The most important factor, probably, is the actual conduct 
of the mass media. This will be felt in two ways: through 
the delivered content, and through the methods used to obtain 
material. 

As for content, the major point is that we do not know 
whether the media are providing the average reader-viewer 
with what he feels he really needs; the media may also be 
giving him too much of what he does not want. The media 
may be doing this in a well-intended effort to give him what 
executives think he needs, and what he ought to have, and 
they may be completely right, but the average reader-viewer 
may not much care. (To some extent the press does this 
with foreign news; the average citizen seems to use only a 
little of what is given him.) 

This would indicate that the media need also to discover, 
through research, howto interest the reader-viewer in the 
items he ought to be interested in. 

The media also need to know much more about what the 
public most vigorously dislikes in the media. Let us suppose 
this is a type of mews coverage, or a kind of picture, or a 
type of advertising. Perhaps this intensely disliked material 
is only a small part of total content, and perhaps it is not 
a really important part, in the communicator’s judgment of 
the general welfare. Is it then wise to continue to use this 
material, if it results in a generally sharp lowering of the 
“climate of tolerance” toward the mass media? Should the 
media, simply for the exercise of freedom, carry on practices 
which undermine the tolerance level for the press? I do not 
here imply, in amy sense, a retreat from any of the truly 
important frontiers of freedom. But freedom is the oppor- 
tunity for self-discipline, and there is much room for the 
exercise of judgment. 

The conduct of media staff members in obtaining materia! 
is also an occasional negative factor in public attitude. This 
conduct has improved. But there are still too many instances 
of discourtesy, and pressure, and subterfuge, and unfairness, 
and general disregard for individuals. These practices bring 
resentment. To some extent this resentment is found in the 
ordinary citizen. It is found to an even greater extent in the 
citizen of- influence, the Policy Setter. He resents not only 
his overt difficulties with the press, but to some extent he 
probably resents the power of the press, and the control which 
the press has over the contacts which this Policy Setter has 
with the general public. The press is an essential factor in his 
life, but it is tolerated as such an essential rather than approved 
for itself. This attitude is not often openly made known to 
media men, for reasons that are obvious, but it is important 
enough so that media men ought to research the situation 
carefully to find out exactly what the attitude is. 

I am not saying here that the press must at all costs be 
popular and loved. Unpopularity is a badge of honor if it 
is obtained unavoidably in the defense of essential freedoms 
But if unpopularity is gained through unsound practices, then 
it does a pronounced disservice to the total cause of freedom 

To some extent, unfavorable attitude toward the press is 
caused by failure to understand the demands made upon the 
press, and the conditions under which the press operates. Ir 
seems important to give the public, and especially the opinion 
leader section of the public, a better understanding of the 
press, and of why it operates as it does. 

Another major point in the desirable climate of freedom 
is the need for the active use of freedom by the citizen. 

It is not enough for him merely to be informed, and then 
to sit by quietly; he should take part in the process of decision 
in a democracy. This means being active in the voluntary 
private associations which are so vital in our whole society. 
Let us suppose, for example, that the average labor union 
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member had been much more active in union meeting deci- 
sions, instead of staying home, during the past critical years. 
This would have changed history. 

Another point in a different area is pertinent and vital: 
college administrators are disturbed because fewer college 
students are today active in student self-government. What 
does this mean? Is this a carry-over from an attitude in the 
home which says that “government is somebody else's busi- 
ness”? 

Such an attitude is unsound; government is everybody's 
business. But what does the record show? Our percentage of 
voting in state and national elections is an unhappy one. Elmo 
Roper’s organization interviewed 8,000 citizens and found 
that only 75 per cent had voted once in the preceding four 
years, and that at least four out of ten persons over 21 years 
of age had never voted. He developed a rating scale of polit- 
ical activity, in which merely voting twice in four years qual- 
ified a citizen as “active” politically. 17 per cent reached this 
level, and 10 per cent wete rated as very active. But 35 per 
cent were inactive, and 38 per cent were very inactive. 

So it seems obvious that we need a more participative 
society, a society in which all citizens are truly concerned and 
directly active. Such a society would be more stimulating, 
more meaningful, more satisfying—and more certain of con- 
tinuing. 

All this implies still another use of freedom, and that is 
the use of the right of free speech. The citizen must become 
willing to speak up, and to be on the record. This is easy to 
say, and harder to bring about. For we live in a society which 
is big and somewhat frightened, and with a big government 
which is also frightened. (This fear is perhaps only a reflec- 
tion of the fear of the people themselves, but it is a fear.) 
Federal investigators come to my office often to make routine 
inquiry about graduates from the Iowa School of Journalism 
who are prospects for certain government positions. These 
men ask whether the student has belonged to any organiza- 
tions. If the student belonged to certain organizations which 
are “on a list,” this means that explanations are in order. 
Many innocuous organizations are named, but they are still 
“on the list.” Many students have learned that it is much 
simpler mot to belong, and not to take the chance of even 
seeming to take a stand. 

The third major characteristic of a favorable future climate 
of freedom is the willingness to defend freedom actively and 
vigorously. 

When we find 40 per cent of our citizens unwilling even 
to express an opinion for attribution on a given topic, what 
can we say of their willingness to go further in defense of 
freedom? 

It appears that we must build a deep sense of personal 
involvement (“this will eventually affect me”) which will 
bring the citizen willingly to the point of participation and 
of action. A willingness to “act for freedom” is essential. 

* o a 


How can this nation create the future climate which will 
make for freedom generally, and for freedom of the press? 

We build on information about the cause of freedom. The 
citizen cannot act in darkness. Information may not always 
produce action, but it is usually the foundation for action. 
We need to learn methods of getting attention for the 
information, and for making more certain that accurate infor- 
mation is believed. (This is not now always the case; the 
audience may not believe fully what is presented.) 

All this means good teaching in the schools, and a higher 
level of education. College-educated persons are almost always 
more favorable to freedom and civil liberties than persons 
educated only at the high school level, and the high school 
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graduate in turn has a better record than the person trained 
only in grade school. This does not necessarily mean that this 
attitude is caused by education; it may mean merely that per- 
sons with a turn of mind for more education are by nature 
more favorable to freedom. But, until we have more informa- 
tion, we must consider education itself a favorable factor. 

In all education, formal and informal, discussions of free- 
dom might well bring in the “you” factor very specifically. 
(“Do you think the police should have the right to use the 
third degree to get a confession from you?”) Many persons 
seem not to think of freedom as “something which affects 
me”; loss of .a freedom is a matter which affects the other 
fellow. We seriously need a sense of personal identification 
with freedom. 

Next we need an environment which permits and even 
encourages action about freedom. To some extent this calls 
for an atmosphere permitting non-conformity. The non-con- 
formist produces all progress and he builds our tomorrows, 
but this fact sometimes gets lost. He may not be at home 
in “the group,” and it is apparent that “the group” is a very 
powerful influence in the behavior of the individual. Almost 
every individual belongs to a group or groups, and he is usu- 
ally hesitant to go against the norms he finds there. Here we 
meet also the influence of the opinion leader. He exists at all 
levels of society, and is apparently a most effective influence 
within his group and at his level; he appears to be more 
effective than the mass media. He is an important factor in 
the cause of freedom, and we need to know much more about 
how he is effective, and how to reach him. 

It is important too that the individual see a clear “avenue 
of action.” What can he do? How can he, for example, take 
a direct part in government? When will the precinct caucus 
be held? Where? Who is eligible to attend? Apparently the 
citizen must be told, again and again, that it’s perfectly proper 
for him to attend, and that the caucus is not a private affair 
planned only for the other fellow. Or suppose he is disturbed 
about a proposed law. What does he do? How does he do it? 
Whom does he see? To whom does he write a letter? Here 
the mass media can do much by outlining, specifically and 
frequently, the avenues of action. This help should be highly 
concrete: “If you live in such and such an area, your con- 
gressman’s name is... . and his address is . 

It is important too that we emphasize reports of the man- 
ner in which individuals have used their freedom as citizens. 
Many persons are defeatists in this cause; they say, “I don't 
really count; I’m only one person; I can't do anything; | 
might as well not try.” This is not the case; individuals can 
be effective. But millions of Americans must be told somehow 
that they too can be forces in the American way of life. 

> * * 

What can the mass media do to promote freedom, in addi- 
tion to taking an active part in the measures already discussed? 

The media need more research to learn the impact of media 
content. What does it do to the audience? To a great extent 
the media now operate in twilight or in darkness in this 
area, making decisions by intuition or by tradition. 

This research should then be applied specifically to improve 
the information process. The media are the greatest educa- 
tional force for the one hundred twenty million U. S. citizens 
beyond school age. The media do well in educating for free- 
dom but they apparently need to be much better. 

The mass media can set an example through the proper 
and judicious use of freedom. For the most part standards 
are high, but there are important exceptions. 

Let us consider the principle that no individual may inter- 
fere with the rights of another individual. Do the mass media 
hold clearly to this principle always in their coverage of the 
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process of justice? It seems to me we find too many trials 
which are covered as sporting events. They are covered by 
many media (not all) as if they were gladiatorial contests 
between the prosecuting attorney and the defense attorney, 
with the judge as a referee scoring points and knockdowns. 
The process of justice is secondary. Such coverage does not 
do service to the proper cause of freedom. 

The mass media face problems also in the area of the right 
of privacy. The fact that the public may be interested in 
knowing something does not always justify invading the 
privacy of the individual. Ingrid Bergman is of course a 
very public figure. Her reunion with her daughter Jenny Ann 
after many years of separation was naturally a matter of news. 
But to what extent were the media justified in intensively 
covering the goings and comings of Ingrid and her daughter 
after the first reunion? Are they not at some time to be per- 
mitted the right of being private individuals? The letter of 
the law may permit this continued pursuit, but what of their 
rights as human beings? 

And what of the attitude of the public? The mass media 
have distributed a report that Miss Bergman did not speak 
out against this constant pursuit, except on only one occasion 
to a photographer in a museum, saying in substance, “Please, 
can't you leave us alone for just a little while?” What of 
public reaction? I can hear thousands and perhaps millions of 
persons saying, “Oh, those photographers! Why can't they 
leave them alone? Always prying in to get some kind of a 
picture.” 

So I suggest that, in addition to the very proper considera- 
tion of the rights of the individual, the media need to be 
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concerned about public reaction. It may be annoyances at 
this level of civil liberty which set the framework for an 
undesirable public attitude on a much more important level 
of freedom And it is a truism also that the minor exceptions 
may have a tremendous weight, greater than their true impor- 
tance and overbalancing the impact of the finer and larger 
performances. 
* * . 

All this effort is, then, a part of the need for the mass 
media to continue their progress toward an integrity which 
builds public faith. 

This public faith is essential. It is well enough to have 
proper laws and satisfactory court decisions-—but that is not 
the full answer to the question: “How free is the press?” In 
the longer run the level of press freedom will be tied irrevo- 
cably to the level of the faith of the people in the work and 
the merit of the press. 

This faith from the public is now quite high, and probably 
higher than in the past, but for the sake of the cause of 
freedom, this faith must be even greater. It can be built 
further by thoroughness, and fairness, and impartiality, and 
completeness, and compassion, and a sense of humanity— 
through the proper use of the powers of freedom. 

All these efforts then contribute to a situation which will 
make the individual citizen a true student of freedom, an 
active user of freedom, and an effective apostle of freedom. 

He can then come to know that he is not alone in his 
freedom, and that his freedom is enmeshed irrevocably with 
that of all men. Such a state of mind will contribute immeas- 
urably to future gains for the cause of freedom. 


The Great Myth 


FACTS TO DISPEL AN ECONOMIC SUPERSTITION 


By ROGER M. BLOUGH, Chairman of the Board, United States Steel Corporation, New York, N. Y. 


Delivered before the Subcommittee on Antitrust and Monopoly of the Senate Committee on the Judiciary, Washington, D. C., 
August 8, 1957 


HAVE READ wih deep interest, and with understand- 

able perplexity, the conflicting testimony of the dis- 

tinguished economists who have appeared before you 
at these hearings. I have studied their differing definitions 
of the term “administered prices”; I have sought to compre- 
hend that still-born economic concept called the “zone of 
relative price indifference”; I have struggled with that im- 
possible paradox known as “monopolistic competition”; and 
pursuing my research even farther into the semantic strato- 
sphere of economic literature, I have encountered “atomistic 
heteropoly” and “differentiated polypoly.” 

Clearly this is no place for simple iron puddlers; so with 
your permission, I'll just try to keep it simple by avoiding 
the pitfalls of economic theory and by sticking to the prac- 
tical economic facts of life which every businessman must 
face if he is to survive the rising tide of costs, meet his 
competition, and keep his plant intact in the absence of 
adequate depreciation allowances. 

Now as I understand it, the main purpose of this investi- 
gation is to inquire into the warmed-over theory that 
“administered prices” in the so-called “concentrated indus- 
tries” are responsible for inflation. Freely translated, I suppose 
that means: “Is Big Business to blame for it all?” 

The learned economists who have appeared before you 





have discussed that theory thoroughly, and have—I think— 
successfully disposed of it; but because of the subterranean 
implications inherent in the question itself, I should like to 
be sure that we are all speaking the same language and that 
we have the same understanding as to the precise meaning 
of this economic jargon. 

For example, I confess that I have no idea just what an 
“administered price” is—and judging from the wide diver- 
gence of opinion among the witnesses who have testified 
here on that point, I am not alone. Perhaps it is merely the 
opposite of a “haphazard price.” But whatever it is, I gather 
that the one who should have some understanding of the 
meaning of the term is Dr. Gardiner C. Means who invented 
it. 

So I would like to note, in passing, some of the statements 
he has made to the committee about “administered prices”— 
about what they are and what they are not. 

Are administered prices monopolistic? Do they exist only 
in the absence of competition? In short, are they bad? 

To the contrary. According to Dr. Means, they lead “to 
greater efficiency and higher standards of living . . . They are 
an essential part of our modern economy . . . Without them, 
big, efficient industry would find it almost impossible to 
operate.” 
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“ADMINISTERED PRICES” EVERYWHERE, INCLUDING MACy’s 
BASEMENT 


Well, then, are administered prices a phenomenon which 
is peculiar to big businesses and to “highly concentrated” 
industries? 

Why, not at all, explains Dr. Means. An administered price 
is merely an established price at which something is offered 
for sale. In other words, it is the price that you and I pay 
for virtually everything we buy, wherever we buy it—at the 


‘ corner drugstore, the neighborhood newsstand, or in Macy's 


basement. Dr. Means says: “We could not have our big, 
efficient department stores and mail order houses if prices 
were not administered.” 

Then perhaps administered prices are something new—- 
some modern development in our economy? 

Wrong again. Dr. Means says: “Even in Adam Smith’s 
day, administered prices were known.” His main idea seems 
to be that administered prices are something which should 
be studied further in order that their economic effects can 
be more fully understood. In no event does he regard them 
as something “that can or should be done away with.” 

So since Dr. Means’ prices prevail generally throughout the 
business world, and since they are neither bad nor something 
new, perhaps we should just forget this confusing word 
“administered” and talk for a while about prices, period. 
And the question before us then is: Are prices in “concen- 
trated industries” responsible for inflation? 


Is STEEL A “CONCENTRATED” INDUSTRY? 


But what are “concentrated industries” and how “con- 
centrated” do they have to be to qualify as potential villains 
in this cycle of inflation? Throughout the testimony before 
this committee, I note the almost universal presumption that 
steel is a classic example of a “highly-concentrated” industry. 
And frankly, this puzzles me. 

The Department of Commerce has prepared for this com- 
mittee a list of 447 American industries as classified by the 
Census Bureau, and has shown what percentage of the sales 
in each of these industries was accounted for by the four 
largest producers. 

Thumbing through that list, I find that 112 of these in- 
dustries—and remember, I am talking about industries, not 
just companies . . . 112 of these industries are more con- 
centrated than “steelworks and rolling mills.” In fact, one- 
quarter of all of the industries in America—as shown on 
this Census Bureau tabulation—are more highly concentrated 
than steel. 

So perhaps—in order to avoid confusion—we’d better 
forget this rerm “concentrated industries” for a moment and 
just ask .ourselves if industrial prices are responsible for 
inflation. 


RISING PRICES ARE THE RESULT, NOT THE CAUSE 
OF INFLATION 

And the answer to that—as all of us must recognize—is 
that rising prices do not cause inflation; they are the result 
of inflation. As a knowing friend of mine put it: “Price 
increases cause inflation like wet streets cause rain.” 

In this connection, all of the economists who have appeared 
here have emphasized the fact that wages and other costs 
are inextricably linked with prices; and Professor Richard 
Ruggles of Yale University, in the course of this testimony, 
has come forward with some factual evidence that can hardly 
be ignored. 

Addressing himself to the theory that administered prices 
have enabled producers to take advantage of wage increases 
by raising prices even more, he says: “For industrial pro- 
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ducers as a whole, this form of the argument is easily shown 
to be mor true.” 

He then turns to official U. S. Government figures to show 
that since 1951 wage costs have risen about twice as much as 
prices for manufacturing in total; and that wages have also 
risen faster than productivity. 

Coming next to the Government's “Cost of Living” Index, 
he shows, through careful analysis, that the rising price of 
the products—or commodities—-that people buy has had 
relatively little effect upon the consumer’s pocketbook in 
recent years; and that most of the increase in the Cost of 
Living Index has resulted from the rising price of services— 
or non-commodities, if you will. Thus since 1951, he says, 
the price of services—as recorded in the Index—has risen 21 
per cent; while the price of commodities has gone up only 
2 per cent. And he concludes with this simple statement, 
which I should like to quote with emphasis: 

“It is not possible to maintain, in view of the statistical 
evidence, that administered prices have been primarily 
responsible for the inflationary spiral.” 

That is Dr. Ruggles’ statement; and that is what the 
evidence clearly shows. Yet in the face of the indisputable 
facts, which are readily available to anyone who cares to 
look them up, the belief still seems to persist that there is 
something special and different about steel—that a rise 
in the price of steel can somehow touch off a new round 
of inflation; and that it will quickly affect the sensitive 
pocketbook-nerve of every man, woman and child in America. 


PRESENTING THE FACTS TO DISPEL AN ECONOMIC 
SUPERSTITION 

Mr. Chairman, that is sheer economic superstition; and 
it behooves us, I think, to expose it as such, for if this 
committee is to contribute—as I hope it will—to a broader 
public understanding of the real causes of inflation, it must 
deal in facts, and not in unsupported assumptions, however 
long those assumptions may have been an established part 
of our national folklore. 

Now what are the facts? 

Well, The New York Times, on March 10 of this year, 
published a front page story in which it analyzed the changes 
in the Cost of Living Index since 1952, and showed what 
has happened to the price of all of the major items which 
are covered by that Index. This story, written by Edwin L. 
Dale, Jr., the Times’ economic correspondent, showed—just 
as Professor Ruggles has shown here—that the price of the 
things which people bought during this period had remained 
relatively stable; but that the price of services—or non-things, 
such as transportation, medical care, laundry, haircuts, rent, 
and so on—had risen substantially. And to illustrate the minor 
role that industrial prices have played in this picture, the 
Times made this significant statement: 

“Though it may seem surprising,” said the Times, “the price 
of steel could practically double and the cost of living would 
hardly show it. Between 1951 and 1955 the price of steel 
rose 14 per cent; but the price of household appliances— 
washing machines and the like—actually declined by 13 per 
cent.” 

How can this be? Well, the most authoritative explanation 
undoubtedly comes from Dr. Ewan Clague, who as U. S. 
Commissioner of Labor Statistics for many years, must be 
regarded as our leading expert on matters pertaining to the 
Cost of Living Index—or the Consumer Price Index, as it 
is now called. 

In August of last year, Dr. Clague said that a rise in steel 
prices has only a “negligible” effect upon the Cost of Living 
Index because the amount of steel in the consumer dollar 
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is so “tiny.” And that, of course, is the crux of the matter. 
All the money that the American people spend for steel 


in a year is so small in comparison to their total expenditures 
for all of the other things they buy, that any change in the 
price of steel is overwhelmed by the price movement of other 
goods and services which make up the average family’s budget. 

In fact, the recent steel price increase would affect that 
budget by about 4 one-hundredths of one per cent. That is 
considerably less than one cent a day for a $5,000-a-year 
budget—or not even enough to buy one cigarette. 

But perhaps the most conclusive evidence on this question 
is to be found in the records of U. S. Steel itself. Possibly 
some of you gentlemen may recall that several years ago— 
on May 1, 1948, to be exact—United States Steel tried to 
lend what weight it could toward slowing down the inflation 
that was then running riot. And possibly you recall, too, the 
result of that experiment. If not, let me refresh your memory. 

In the previous year, 1947, the Cost of Living Index had 
jumped 1414 per cent above the level of the year before. 
That was the largest annual increase ever recorded since the 
First World War period; and it is interesting to note, in 
passing, that this 1412 per cent rise in that one year was 
more than 314 times as great as the total increase that has 
occurred in the past three years put together. We were deeply 
concerned about inflation—as we still are—for among the 
industrial population of America, the steel industry has been 
one of the principal victims of inflation. It was a major 
problem for our company and we decided to do something 
about it if we could. 

Fortunately, we had a unique opportunity to do so, for 
under the terms of our contract with the union that year, our 
workers could seek a wage increase; but they could not strike 
to obtain it. 

So instead of granting the union’s demand for higher wages, 
we determined to reduce the price of our products by $25 
millions—or an average of about $1.25 per ton. Reductions 
on individual products ranged from $1 to $5 per ton and 
applied particularly to those steel products which we hoped 
would bear most directly upon the cost of living—the kinds 
of steel, in short, that go into automobiles, household ap- 
pliances, tin cams, roofing and siding for buildings and 
various wire products such as nails, wire netting and fencing. 

Now remember, please, that at this time steel prices were 
already lagging far behind other prices generally. From 1940 
to May of 1948, they had advanced only 40 per cent; while 
the price index of all commodities had gone up 214 times 
as much; food products, 34 times as much, and farm prod- 
ucts more than four times as much as steel. 

But still, we cut our prices, and in announcing this price 
reduction, Benjamin Fairless—then President of the Cor- 
poration—made a statement which sounded very much like 
some of those we hear today. He said: 

“We in United States Steel believe that costs and prices 
in general are too high today for the good of the nation. We 
are firmly of the conviction that American industry and labor 
should cooperatively do everything in their power to avoid 
further increases in costs, which—if permitted to occur— 
must result in higher prices for almost everything we buy. 
Certainly the best interests of all of our people will not be 
served by a further lowering in the purchasing power of the 
dollar.” 

Mr. Fairless went on to express the hope that our action 
would have a “beneficial effect throughout the nation,” and 
that it might help to bring “an early stabilization or re- 
duction in the cost of living.” But he also made it clear that 
if costs and wages continued to move forward elsewhere on 
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a broad front, we would have to rescind our price cut and 
grant wage increases in fairness to our employees. 


LEARNING THREE IMPORTANT TRUTHS FROM A “NOBLE 
EXPERIMENT 


I'm sure you all know what happened. Other unions 
demanded another big round of wage increases—and got 
them. Other companies had to raise prices to pay for them. 
Our costs kept soaring skyward. We might as well have 
tried to stop an express train with a peashooter. So three 
months later, we had to rescind our price action, increase 
the pay of our workers, and try to catch up with the parade 
that we had fallen so far behind. 

This “noble experiment,” however, was not a total loss 
for it taught us three important truths that I hope may 
some day be widely understood: First that no one company, 
no one industry, and no one union can alone stop the march 
of inflation. Second that neither the steel industry nor any 
other industry ever sets the wage pattern in America; for 
the postwar wage pattern has been a never-ending spiral in 
which each industry, in its turn, is called on to pay a little 
more than the preceding industry did, and the next industry 
must then pay a little more than that. And third, we learned 
from the stark statistical evidence, that a cut in steel prices 
produces no discernible or identifiable effect upon the cost 
of living. The actual mathematical facts may interest you: 

Our price reduction took effect on May 1 of 1948. From 
January through April of that year, the cost of living had 
risen only three-tenths of one percentage point; but no sooner 
had our price been /owered than the cost of living began to 
rise sharply. In the next three months it rose two whole 
percentage points. 

Towards the end of this time we had to give up and raise 
wages and prices substantially. And what happened to the 
cost of living? It went up one-half of one percentage point 
in the following month and then began to drop steadily—not 
only throughout the balance of the year, but throughout all 
of the following year until it reached the lowest point it 
had seen in twenty-two months! 

And so, Mr. Chairman, if we are going to investigate steel 
prices at this hearing, by all means let us investigate steel 
prices; but in so doing let us not delude ourselves or anyone 
else into the notion that we are thereby striking at the roots 
of inflation! 


MODERN INDUSTRIAL MIRACLE: 7 ¥4-CENT STEEL! 


On the contrary, let us try, at least, to bring a little helpful 
perspective into this whole steel price structure. It is popilarly 
supposed that the price of s:zel is too high; but I wonder 
whether ome person out of ten, in this country, has the 
remotest idea what the price of steel actually is. 

Today steel is selling for about 734 cents per pound. That 
is the average price that U. S. Steel is getting for all of the 
carbon and alloy steel that it ships. Yet to produce this steel 
it must use billions of dollars worth of equipment, the labor 
and skills of hundreds of thousands of men, and mountains 
of raw materials gathered from many parts of the world. 

It seems to me that in comparison with almost everything 
else we buy 734-cent steel must be regarded as something of 
a modern industrial miracle. 

And how much has the price of steel gone up since this 
broad cycle of inflation began back in 1940? What is the 
sum total of all of the price increases that have occurred in 
steel ir all of the past seventeen years put together? Why, 
about 434 cents per pound! 

During this same period, other basic necessities of life 
have also risen in price. Bread, for example, has gone up 11 
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cents per pound; butter 39 cents, and round steak 59 cents; 
and all of us recognize that this is the inevitable effect of 
inflation. But when the . of steel moves up just three-tenths 
of one cent per pound—as it did on the first of July—it is 
declared to be a matter of grave national concern. 

The truth is, of course, that during these seventeen years, 
the value of the dollar has shrunk to slightly less than 50 
cents. That means that each penny spent for steel today is 
really one half a penny. So the price of steel has really gone 
up very little in terms of an unshrunken dollar. It is mainly 
that the value of money has gone down. 


“T-1” STEEL SAVEs $800,000 IN A NEW BRIDGE 


And then there is the matter of quality—the change in the 
intrinsic value and usefulness of that pound of steel—which 
is so often overlooked in these discussions of steel prices. 
To compare the price of our 1957 model steel with that of 
our 1940 model is a good deal like trying to compare the 
price of a 1940 radio set with a 1957 color television. In 
many cases the kind of steel we sell today could not have been 
purchased at any price in 1940, because it simply didn’t exist. 
And while the price of these new steels, such as high-strength 
and alloy steels, is necessarily higher than that of the older- 
type carbon steels, it may actually represent a lower cost to 
the purchaser. 

A case in point is the new bridge that is being built 
across the Carquinez Straits in California. Instead of using 
the old-fashioned steels, the engineers of the State of California 
are using our new, high-strength, “T-1” steel for many of 
the principal members of this bridge. And by usir-g this 
higher-priced steel, they estimate that they will save $800,000 
on the over-all cost of the structure. 

So statisticians who ignore this all-important factor of 
value will conclude that the average price of the pound of 
steel we sell has gone up. But in the light of the new types 
and usefulness ot these higher-cost products, has it really, 
gentlemen? Or perhaps has the price of steel gone down as 
an actual matter of value per pound? 

I'll leave it to you; but ome thing seems crystal-clear to 
me: That when viewed in its true perspective, the price of 
steel is amazingly low; for steel is not only the cheapest, by 
far, of all the common metals; but with surprisingly few 
exceptions, it is also cheaper—pound for pound—than almost 
anything else you can buy. 

To put it in the politest possible terms, therefore, let me 
just say that the so-called “high price of steel” is in my 
opinion another myth, pure and simple. Conceivably this 
myth has been born of a natural desire to find some con- 
venient scapegoat upon which to blame our inflationary 
troubles. If so, however, it is my purpose to see that United 
States Steel does not become that scapegoat! 


MERE ASSUMPTIONS CLUTTER UP LANDSCAPE 
OF UNDERSTANDING 


In these hearings, Mr. Chairman, we are prepared to 
present the whole financial story of United States Steel, as 
it stands today after seventeen years of inflation—the facts 
about our costs, our prices and our profits. But in my state- 
ment here this morning, I am impelled to discuss a couple of 
other free-wheeling assumptions that have been standing 
unchallenged in the record, and that seem to me to be con- 
siderably cluttering up the landscape of proper understanding. 

One of the most persistent of these unfounded assumptions 
is that a big corporation, like United States Steel, has no real 
competition; that it thus enjoys “monopoly power” or “con- 
centration of power” which enables it to boost its prices to 
what have been described here, I believe, as “unendurable 
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levels”; and that in this way it reaps fabulous profits, te 
public interest to the contrary notwithstanding. 

But that is the asswmption. What are the facts? Does United 
States Steel really possess that kind of power? Does it actually 
get these fabulous profits? Let's look at the record: 

When United States Steel was created, fifty-six years ago, 
it was the biggest corporation America had ever seen up to 
that time. It produced twice as much steel as all of its 
competitors put together 

Now self-preservation, of course, is one of the most basic 
of all instincts; so if United States Steel did possess, in those 
days, the “monopoly power” frequently attributed to it, then 
presumably it would have expanded its production at the 
expense of its competitors; or certainly—at the very least— 
it would have held its own ground against them. In which 
event, we would expect to find that United States Steel today 
still produces no less than 66 per cent of the total domestic 
output, as it did back in 1902. 

The fact is, however, it does not. Today it produces less 
than 30 per cent of the steel that is made in America; and 
where once it turned out twice as much as all of its com- 
petitors put together, its competitors now turn out more 
than twice as much as it does. 

It is true that U. S. Steel has grown during this period 
and that, last year, it produced about three times as much 
steel as it did in 1902; but its competitors have grown far 
more lustily. They produced fifteen times as much steel as 
they did in 1902! 

Yes, over the years, United States Steel's share of total 
domestic production has declined continuously, right down 
to the present day, while its competitors have taken an ever- 
increasing share of the market away from it. For every ton 
of steelmaking capacity that we have added dur:ag these 
years, our competitors have added almost three tons to their 
capacity; and this year—for the first time—our share of the 
total capacity of the industry dropped to 29.7 per cent. 

These are the facts, Mr. Chairman. Here on the record 
itself is the most conclusive possible evidence of the vigorous 
competition that exists within the steel industry. To persist 
in the discredited assumption that there is an absence of 
competition in steel, is to renounce reality and to cling to 
delusion. And to argue that concentration in this industry is 
on the rise, is merely to say that concentration among the 
smaller companies is increasing at the expense of United 
States Steel. This, then, is a new concept of concentration— 
a kind of concentration in reverse! 


STEEL MUST COMPETE WITH MATERIALS OF ALL KINDS 

Let us not forget, moreover, that vigorous and successful as 
U. S. Steel's competitors have been, they are by no means 
the only competition which we must meet in selling steel. 
With American wage rates three times as high as those which 
are paid to steelworkers abroad, we face increasing com- 
petition from foreign imports; and in certain product lines, 
this competition has cut heavily into our market. 

Beyond that, too, is the intense competition that steel faces 
from other industries producing a host of products that can 
be used as substitutes for steel. Thus aluminum is striving 
mightily to replace steel in the automotive market, in the 
building industry, and in containers. Plastics are contending 
against steel in the manufacture of pipe, and for hundreds of 
other uses. Detroit has been experimenting with the use of 
fiber glass for automobile bodies. The steel we produce for 
the manufacture of tin cans competes against glass, paper and 
other substances. In the construction field, steel] must vie with 
pre-stressed concrete, wood, masonry, slate, asbestos and other 
materials too numerous to mention. And always it must com- 
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pete against other metals such as copper, bronze, lead, mag- 
nesium and so on. 

So let no one suppose that the customers of any steel 
company are unresourceful in protecting their own interests. 
They will buy their needs from the company best able to 
compete for their patronage in terms of price, quality, service, 
dependability and availability. And in the end, they alone will 
decide—as the American customer always does—which com- 
panies shall grow, which shall wither, which shall survive 
and which shall die. Theirs is the power ro regulate and to 
control. 

Bur still it is assumed that big companies, like U. S. Steel, 
have some mysterious and undiscovered power to reap fabu- 
lous profits at the customer's expense. And that, too, is a 
myth—a carefully cultivated and widely exploited myth 
which is perpetuated very simply by those who decry the 
total dollar profits of big companies, without relating those 
profits to volume of sales, increased investment, or anything 
else that would give them meaning. 

So we hear that Mr. X made a profit of only $3,000 on his 
little business last year, while Corporation Y gouged a 
billion dollars in profits out of its customers. And that, of 
course, is sinful, and unconscionable, and un-American. 

But who bothers to point out that Mr. X is the sole owner 
of his business and has invested a total of $10,000 in it; 
while Corporation Y is owned by a million shareowners, each 
of whom invested $10,000 in it. So the “greedy” owners of 
this “giant” corporation had a profit of $1,000 apiece and a 
10 per cent return on their money; while “poor” Mr. X got 
three times as much profit and a return of 30 per cent on his 
investment. Which of them, then, made the fabulous profit? 

Now I know, of course, Mr. Chairman, that no member 
of this committee, nor of its staff, has any intention whatever 
of distorting the profits of U. S. Steel or any other company; 
but in view of the widespread misrepresentation that has 
occurred in other quarters, I have used this illustration to 
emphasize the necessity of measuring profits always in mean- 
ingful terms. 

And with that thought in mind, let us see how the profits 
of United States Steel compare with those of other corpo- 
rations. 

Last month, Fortune Magazine published a list of the 500 
largest manufacturing companies in America; and it ranked 
them according to size on the basis of the dollar value of 
their sales last year. 

Now if you look at this list, you will find United States 
Steel in fourth place in size of sales. It stood third in assets 
and invested capital. It also stood third in the total number 
of jobs it provides; and fifth in the number of stockholders 

whose savings have been invested in the enterprise. Now 
these are the measures of the services which U. S. Steel has 
performed for the total economy and for the nation. 


SHATTERING A POPULAR ILLUSION ABOUT EXCESSIVE 
PROFITS 


But how about the rewards it has received for these services? 
Does United States Steel rank fourth in profits as a percentage 
of sales? Nor at all. It ranks in 123rd place on that basis. 
Well, then, how about profits as a return on invested capital, 
however limited the usefulness of the measure may be. Was 
it number four on this hit parade? No, I'm afraid not. It 
ranked 243rd on that basis. And among the companies which 
stood far above it on both of these counts was the smallest 
company in the entire list—number 500. 

Mr. Chairman, a little study of the facts as they are re- 
ported in this Fortune Magazine article will completely shatter 
the popular illusion that big companies have been fattening 
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their piofits. Taken as a group the 500 largest companies of 
this year increased their profits by 242 per cent over the 
levels of last year’s top 500; but all the other industrial cor- 
porations—all the littler ones which did not rank among the 
first 500—increased their profits, as a group, by 20 per cent. 

In the light of these facts, therefore, it is pointless to argue 
that big, profit-hungry business has been responsible for the 
recent inflation. In fact—in the light of the Government's 
own figures—-it is impossible to argue that profits have 
contributed to inflation at all. 

These figures show that the total profits of all corporations, 
after taxes, were $22.1 billions in 1950 and that they have 
never been as large as that since then without even con- 
sidering the declining value of those dollars of profits. And 
whereas profits represented 9 per cent of the total national 
income in 1950, they had shrunk to only 6 per cent of the 
national income by last year. 

So it is a little difficult for me to understand how shrinking 
profit levels can cause inflation. Compensation of employees, 
of course, has risen by $87 billions during this same period: 
and as a share of the total national income it has increased 
from 64 per cent to 70 per cent. So if it is the belief of this 
committee that “concentration of power” may have something 
to do with rising prices, I would merely suggest that perhaps 
you gentlemen are looking on the wrong side of the bargaining 
tables. 

I am aware, of course, that U. S. Steel is often blamed for 
wage inflation. It is said that we do not really fight against 
uneconomic wage increases, because we can easily pass them 
along to our customers. And it has been suggested to this 
committee that we be barred by law from raising prices fol- 
lowing a wage increase—the supposition being, presumably, 
that we will thus be forced to resist the union more strongly. 

Well, let’s look at that one for a moment. 

In the first place, a mere glance at our profit rate since 
1940 will show that neither U. S. Steel nor the steel industry 
as a whole has been able to pass these rising costs along in 
their entirety. We have had to absorb a part of them. But 
that, perhaps, is beside the point. 


FIVE COSTLY STRIKES IN LAST ELEVEN YEARS 


The real point is this: To enforce what we regard as 
inflationary wage demands, the union has struck our plants 
five times in the past eleven years; and we have taken these 
costly strikes in an effort to hold the line against inflation. But 
hardly has one of these strikes begun before there is a nation- 
wide demand that we settle it. Our customers must have steel 
or close their plants. Their employees face layoffs and loss of 
pay. The Government, too, must have steel; and daily the 
pressures upon us keep building up. And ultimately—if we 
do not settle—we may face the threat of government inter- 
vention, as happened five years ago when the then President 
of the United States seized our plants illegally and sought to 
grant the union demands in full. 

In our most recent negotiation last year—after a five-week 
strike—we signed a labor agreement. It was that labor agree- 
ment which foreordained our recent price increase. 

Under that three-year labor agreement, we hoped to narrow 
at least slightly the inflationary gap between our rapidly- 
mounting wage costs and our slowly-rising output per man 
hour. Only time can tell if what we did represented progress. 

On July 1 of this year we faced what our recent total 
wage-cost history demonstrates was about a 614 per cent 
increase in our total costs per man hour; and to cover these 
costs in part, we raised our steel prices by an average of 4 
per cent. 

This action of ours was promptly denounced on the floors 
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of Congress and elsewhere as being “irresponsible” and con- 
trary to the “public interest.” It signalled the launching of 
a concerted attack which brought down upon our heads all 
of the unfounded assumptions, the myths, and the economic 
superstitions that I have already discussed here; and from 
these convenient assumptions it was no effort art all for a 
number of people to jump to the conclusion that Congress 
should subject our basic industries and larger enterprises to 
price and profit controls—by the force of persuasion, or by 
the force of law. 

In the midst of the attack, nobody stopped to think that 
inflation has thus far been much less serious in America, 
under freedom of enterprise, than it has in many other 
countries of the world where the deadening hand of govern- 
ment controls has long been present. No one bothered to 
explain just what it is that is wrong with an American in- 
dustrial system that is the envy of the rest of the world; nor 
did anyone ask what kind of a system is to be set up in its 
place—or by whom. 

Mr. Chairman, the impulse of governments to extend their 
powers ever farther over the lives and activities of the citizenry 
has persisted throughout history; and it still persists today 
among a number of sincere, patriotic and well-meaning mem- 
bers of Congress. But that doesn’t make it a good thing to 
do nor prove that abandoning freedom of enterprise is in the 
interest of the people. It also occurs to me that you con- 
scientious and overworked gen:lemen who are running this 


- country have troubles enough of your own as it is, without 


taking on all of ours. So perhaps we oughr to look into this 
question of “irresponsibility” and the “public interest” for 
a moment, before we throw the baby out with the washwater. 

Now if the popular thing to do were always the responsible 
thing to do, a businessman’s lot would be a much happier 
one—and so, I suspect, would a Senator’s. There is no doubt 
that the popular thing for U. S. Steel to have done would 
have been to permit its mounting costs to rise, uncompensated 
and thus to endanger not only the financial strength of the 
company, but also the jobs of its employees, and even, perhaps, 
the security of the nation. But would that have been the 
responsible thing to do; and would it have been in the public 
interest? 


MEETING RESPONSIBILITIES DEPENDS UPON EXTENT 
OF PROFITS 


You see, United States Steel, like any other enterprise, has 
many responsibilities which must be weighed not only in 
the light of present-day pressures, but also in the light of 
long-range necessities. One of these is our obligation to our 
shareowners, who are widely assumed to be people of great 
wealth—people who do not really need their dividends any- 
way. 

But a survey which we took among them four years ago 
showed that more than half of these stockholders had incomes 
of less than $4,500 a year, and many of them had less than 
$2,000. That was not just what they got from U. S. Steel, 
you understand. That was their ¢otal income from all taxable 
sources. So, the incomes of more than half of our stockholders 
were Jess than the average wage we were then paying to the 
men in our mills. 

What, then, is our responsibility to these people? Are we 
fulfilling our responsibility to them if we subtract from their 
incomes in order to add to the incomes of our workers and 
to meet our other costs? Should we, in short, rob Peter to 
pay David? 

Bur.entirely apart from its obligations to its owners, United 
States Steel has grave, long-range responsibilities to the 
nation as a whole—responsibilities which are continuously 


759 


taxing its financial resources—and the extent of United States 
Steel’s ability to meet these responsibilities is directly de- 
pendent on the extent of its profits. 

In the face of inadequate depreciation allowances, it is 
reinvesting a substantial part of its profits in the replacement 
of obsolete and worn out equipment in order to remain 
efiicient and productive, and to hold costs and prices down 
No one will doubt that that is a part of our responsibility. 

The potential supply of iron ore available within this 
nation’s borders will undoubtedly last beyond the lifetime 
of any of the present officers of our company. But that is 
not enough. For the future security of the company, of the 
industry, and of the nation, huge new reserves are constantly 
being discovered, evaluated and developed as our work in 
Venezuela, Canada, Wyoming and the Lake Superior District 
illustrates. That, too, is surely a part of our responsibility—- 
a responsibility we share with others in our industry. 

Beyond that we are, today, building cosily new facilities to 
treat and upgrade raw materials which are dwindling in 
quality. We must have multi-million-dollar plants for the 
washing of metallurgical coal; beneficiating plants to process 
ifon ore, and sintering plants to increase the productivity of 
our blast furnaces. 


OUT OF RESEARCH WILL COME SUPERIOR METALS 
OF THE FUTURE 


As an important industrial unit, research—regardless of 
how costly it is—is also a part of our responsibility. And we 
believe our new research center at Monroeville, Pennsylvania, 
is further evidence of our efforts to carry out that responsi- 
bility. In our laboratories there, we are seeking to develop 
new steels that will withstand—as no other metal can—the 
terrific heats that will be generated by atmospheric friction 
in the supersonic planes of the future. There, too, we are 
engaged in a program of fundamental research designed to 
extend man’s knowledge of the iron atom, and to discover— 
as scientists believe they may—a metal twice as strong as 
any now existing in the world. 

Beyond all that there is the ever-present need for new 
steelmaking capacity so that the economic growth and 
security of this nation may never be jeopardized by the lack 
of steel. To play our full part in maintaining an adequate 
steel supply is—we believe—a compelling responsibility. That 
is our business, and there is no better reason for our existence. 

But no one of these responsibilities is possible of fulfill- 
ment by a profit-starved industry or by a company suffering 
from financial malnutrition. 


TOO MUCH OR TOO LITTLE STEEL? 


Gentlemen, popularity is a fickle thing. Shortly before 
World War II we were critically examined in these very halls 
for having too much steelmaking capacity in what was then 
termed by some economists a “mature” economy. With those 
economists we definitely were not popular, yet within a matter 
of months Pearl Harbor was upon us; and you will recall 
how important that supposedly excessive steel capacity was 
to all of us and how the plants of United States Steel were 
called upon to outproduce all the steel plants in all the Axis 
nations put together. I asure you that was a very popular 
thing to do at the time. 

Only five years later, however—when we were summoned 
before another investigating committee of the Congress— 
we were denounced on the grounds that we looked too big 
to some of the investigators. And counsel for the committee 
made a great point of the fact that no nation on earth— 
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outside the United States—could produce as much steel as 
our company could. That, he said, was not good—and we 
were then unpopular with him. 

Today that charge can no longer be made against us—for 
there is one country on this earth which now produces much 
more steel than does our company. That country is the Union 
of Soviet Socialist Republics—a thought-provoking fact 
which no one in our industry or our Corporation can overlook. 








The Free World Regards Press Freedom 
As An End And Not A Means 


COMMUNISTS USE PRESS AS A TOOL TO DESTROY FREEDOM ITSELF 
By HUANG SHAO-KU, Deputy Premier, Republic of China 
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Mr. Chairman, if steel companies become unpopular be- 
cause they are too big, they may manage to survive it some. 
how; but if they ever become unpopular because they are 
too small, it is quite possible that none of us may survive it. 

So in the light of these facts and all of these responsibilities, 
I commend to the thoughtful consideration of this committee 
the question of whether or not our price action was “responsi 
ble” and in the public interest. 


Delivered at a meeting of Newspaper Men and Women, Journalists’ Day, Taipei, Taiwan, September 1, 1957 
(Translation from Chinese) 


to have been invited to address this gathering. I would 

like to take this opportunity to give my personal views 
on the proposed visit of American newspapermen to Red 
China which is a current subject of interest. 

“Like myself, all of you must have been following the 
development of this event with great interest. You may recall 
that the Chinese Communists in August last year first invited 
17 American newsmen to visit Red China. At that time, the 
U. S. State Department refused the newsmen permission to 
visit Red China on legal grounds. Subsequently in August 
this year the State Department under constant pressure from 
members of the U. S. Congress and the press yielded and per- 
mitted representatives from 24 news media to visit Red China. 
(Recently two more organizations were added, bringing the 
total to 26). The Chinese Reds, exploiting this gain, have 
urged the U. S. Government to accept the Communist demand 
to allow Chinese Communist newsmen to visit the United 
States. Obviously, this episode has not yet reached a dead end 
in spite of the fact that the Communists, through the People’s 
Daily, have refused the American newsmen’s entry into Red 
China. 

“First of all, let us discuss the Communist flip-flop regarding 
the U. S. newsmen’s visit to Red China. Newspapers both in 
Taiwan and Hong Kong have already pointed out that a year 
ago the Communist ‘smiling campaign’ was reaching its peak. 
The Peiping regime hoped, through its invitation to American 
newsmen, to trick the U. S. into recognizing Red China and 
subsequently admitting the regime into the United Nations. 

“That situation is no longer true now. The Communist 
regime is at present feverishly carrying out its ‘anti-bourgeois 
and anti-rightist’ campaign. Even the few so-called ‘liberals’ 
who decorated the Communist show window have been purged 
or liquidated. If the American newsmen were permitted to visit 
Red China at this moment, they would find uprisings through- 
out the mainland staged by intellectuals, students, workers, 
farmers and merchants against the tyrannic rule of the Com- 
munists. They would also find large-scale anti-Communist 
movements brewing on the mainland. These facts will prove 
conclusively that the Communists have no ‘effective control’ 
over the people on the mainland. 

“It is for this reason that the Communists are forced to 
demand ‘reciprocity’ and to use ‘spy’ and ‘subversion’ as pre- 
texts to bar American newsmen from Red China. 
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“Accurate as this analysis may be, it reveals only part of 
the Communist motive. Let us search deeper into the Com- 
munist political intrigue. 

PEIPING EXPLOITs IssUE AS COLD WAR TACTICs 

“I believe the whole affair is a Communist cold war 
offensive against the United States. The Communists have 
kept the initiative all along. They created contradictions and 
targets of attack within the United States. At the very begin- 
ning the Communists, knowing that the U. S. Government 
would not permit its citizens to enter the Communist-con- 
trolled mainland not recognized by the United States, issued 
the invitation to the American newsmen. They fully realized 
the result of such an invitation: If the American newsmen 
insisted on visiting the mainland, they would violate govern- 
ment regulations; if the U. S. Government banned the news- 
men, it would infringe on the principle of freedom of the 
press. The government ban would arouse the wrath of the 
press and members of the Congress. This Communist ex- 
pectation was proven accurate by later events. 

“The State Department has now lifted this ban in a ‘lim- 
ited manner.’ But the Communists again raised the ‘reci- 
procity’ demand with a view to creating dispute between the 
State Department on the one hand and the American press, 
people and Congress on the other. 

“It has long been the technique of international Com- 
munism to produce contradictions in a nation by creating a 
target of attack. In this case, the Communists have set up 
the U. S. State Department as the target of attack. At first 
they accused the State Department of blockading the Ameri- 
can people from news on the Chinese mainland and later 
charged the State Department with violating the principle of 
‘reciprocity’. Again as anticipated by the Communists, some 
newspapers in the U. S. are attacking the State Department 
for lifting the ban only in a ‘limited manner’ and for shackling 
the American press. A few members of the U. S. Congress even 
advocated the admission of Chinese Communist newsmen 
to the United States. I am sure the Communists will applaud 
these developments of their own creation. 

“I am not saying that the American press has fallen for 
the Communist provocation. I am saying merely that the Com- 
munists always hope for disputes between the people and 
their government in a hostile nation. They hope for the 
expansion of these disputes into irreconcilable contradictions 
and conflicts. 
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“It is now clear that the Communists by creating contradic- 
tions and targets of attack hoped to draw the United States 
step by step into a trap. The invitation a year ago and the 
‘reciprocity’ demand recently were the traps set by the Com- 
munists. Even now some American newsmen and law-makers 
have fallen for the Communist intrigue. They maintained 
there is no ‘curtain’ in the United States with the exception 
of a few square miles of restricted areas. They urged the gov- 
ermment to accept Chinese Communist newsmen since ‘we 
have nothing to hide.’ If and when the State Department con- 
siders the Communist ‘reciprocity’ demand, it will find itself 
confronted with new demands from the Communists. This 
is the way the Communists draw their enemy into the trap. 
They intend to force the State Department to drop its original 
firm stand and to dance to the Communist music. 


CONCESSION May LEAD TO ENDLESS RED DEMANDS 

“As I have mentioned, the Communists would like to hide 
the present conditions on the mainland from the American 
newsmen. This is a Communist weakness which has been 
turned into an advantage. The Communists dangled a bait 
before the American newspapermen but kept it always 
beyond their reach. If the American Government should con- 
tinue to make concessions, the Communists would continue 
to raise their demands. For example, they could demand the 
right to designate certain American newsmen to visit Red 
China; they could even demand the lifting of the embargo. 
These demands will create conflicts between the American 
press, cultural circles, industrialists and merchants on one hand 
and the U. S. Government on the other. The former could 
also build up public opinion pressure against the latter. 

“To prevent events from developing along this line, we 
hope the U. S. Government will flatly reject any Com- 
munist demand for the exchange of newsmen’s visits. This 
does not mean that the United States has anything to hide. 
Nor does the United States fear diabolic activities of a few 
Communist newsmen in the United States. But the acceptance 
of Chinese Communist newsmen would imply the acceptance 
of a twisted Communist principle which will form the basis 
of endless Communist demands in the future. 

“The Communists are exploiting to the full contradictions 
and conflicts created by the question of American newsmen’s 
visit to Red China to undermine American prestige and leader- 
ship in the free world. The tedious ‘ambassadorial conference’ 
between the U. S. and Red China at Geneva has already 
boosted the prestige of Red China, given rise to the growth 
of nmeutralism and caused the partial lifting of embargo by 
Britain, France and Japan. If the United States accepted the 
Communist ‘reciprocity’ principle for exchange of newsmen, 
it would be tantamount to recognition of the position of Red 
China. Then the questions of U. S. recognition of Red China 
and the admission of the Peiping regime into the United 
Nations would soon follow. Furthermore, repeated conces- 
sions by the United States would shake the faith of the free 
nations and damage American prestige as a leader of the 
free world. 

“It is appropriate after discussing the Communist intrigue 
to analyze further whether a U. S. rejection of the Communist 
demand for ‘reciprocity’ would infringe on the principle of 
freedom of the press. 

“Secretary of State John Foster Dulles indicated that the 
United States would ‘consider’ Communist newsmen’s appli- 
cations to enter the U. S. in accordance with laws and regu- 
lations. Time does not permit us to discuss the legal aspect 
of the case. But I would like to discuss the matter in the 
light of freedom of the press. 

“We fully understand that press freedom is one of the 
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pillars of a modern society. But I feel that a visit of American 
newsmen to Red China or of Chinese Communist newsmen 
to the U. S. cannot be regarded simply as a problem involving 
press freedom. Press freedom, like other basic rights, should 
be governed by the broad interests of a society. Press freedom 
cannot exist in a vacuum. Everyone is agreed that in time 
of war freedom of the press is temporarily curtailed in belli- 
gerent nations. The free worid and the Communist bloc are 
now engaged in a life and death struggle. The press in the 
free world with its responsibility toward society cannot but 
impose proper limits to the principle of freedom of the press. 
This moral responsibility of the mewsmen toward society is 
no less important than their responsibility toward the prin- 
ciple of press freedom. 

“Our view toward press freedom may not be shared by our 
American newspaper colleagues. It may even invite severe 
criticism from them. However, newspapermen’s opinion, like 
ordinary people’s opinion, is not infallible. I would say with- 
out reservation that some American colleagues by insisting 
on accepting the Communist demands have placed undue 
emphasis on the principle of press freedom without consider 
ing the adverse consequences. 

“The free world, especially the United States, regards press 
freedom as an end and not a means. But we must fully under 
stand that the Communists absolutely deny the existence of 
such freedom. Furthermore, they use newspapers as a tool. 
The Communists not only use their own newspapers as a 
propaganda machine but also attempt to take advantage of the 
free world’s press freedom at ali times to destroy freedom 
itself. 

FAITH IN FREEDOM OF PRESS 

“Of course we cannot, and should not, ler the Communist 
duplicity shake our traditional faith in the principle of free- 
dom of the press. But we must, at the very least, prevent the 
enemy from utilizing our love for freedom to destroy freedom 
itself. To force the hand of the U. S. Government to accept 
the Communist ‘reciprocity’ demand is to force the U. S. 
Government to establish de facto relations with the Com- 
munist regime. Such a move would furthermore undermine 
the U. S. basic policy of non-recognition of Red China. It 
would also permit the Communists to corrupt the United 
States and the free world as a whole in the sacred name of 
‘freedom of the press.’ It is, therefore, my sincere hope that 
the American people (newspapermen included) and the U. S. 
Government will absolutely refuse to consider the admission 
of Chinese Communist newsmen into the United States. 

“Let us once more look at the episode from another angle 
The American newsmen are now barred by the Communist 
regime. But Communist methods are nor inflexible. If and 
when the Communists can achieve success in their ‘anti- 
bourgeois and anti-Rightist’ campaign or when they are cap- 
able of pulling the wool over the eyes of the American news- 
men, they may all of a sudden permit the 26 newsmen or a 
selected few of them to enter Red China. In such an eventu- 
ality, the visit will have both advantages and disadvantages 
as pointed out by President Chiang Kai-shek in a recent 
interview with correspondents of the Columbia Broadcasting 
System. The President’s remarks can be interpreted to mean 
this: 

“If the American newsmen can shake off the Communist 
secret servicemen, see through the Communist disguise and 
make direct contact with the oppressed people, their reports 
on the truly deplorable conditions on the mainland will further 
strengthen the determination of the free peoples to fight 
totalitarianism and enslavement. 

“On the other hand, if the American newsmen tamely follow 
a conducted tour and a Communist pre-arranged program, 
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they will become the unwitting tool of the Communist pro- 
paganda machine and help spread the Communist germ in 
the free world. This will greatly damage the anti-Communist 
cause 

“American newsmen with their confidence in the tradition 
of honest reporting believe themselves capable of seeing 
through the false Communist facade. But I would like to 
advise the American newsmen against over-estimating their 
own ability and under-estimating the Communist intrigue. 
Newspapermen, like ordinary people, have human limitations. 
In other words, newsmen are also influenced by environments. 
[his is especially true of news coverage inside the iron curtain. 
A review of the news coverage of Soviet Russia and its satel- 
lites in the past 20 years will convince us that reports that 
filtered through the strict censorship behind the iron curtain 
did not contain the whole truth. Furthermore, some newsmen 
placed ‘news value’ above truth and accuracy. The result was 
the creation of an erroneous impression about Communism. 
Che press of the free world could not evade that responsibility. 

It is a historical fact that many American and foreign news- 
men fell for Communist propaganda during and afzer World 
War Il in the face of reporting restrictions inside the iron 
urtain, especially in Red China. Without depriving the Com- 
munists and fellow-travellers of credits for their success, I 
foreign newsmen’s ignorance of the basic problems 


c rnat 


in China and their inclination toward sensationalism were 
not a little responsible for this reporting failure. American 
newsmen who can carry on a conversation in Chinese with 
1 Chinese are few. This language barrier presents serious 
lifficulties in reporting even in a free land. In Red China, 
the language barrier will place a newsman at the mercy of a 


Communist-appointed interpreter and liaison man. The news- 
man with his pride does not admit this in his reports. 


PEIPING REGIME Hit By WIDESPREAD UPRISINGS 

Since the Hungarian revolt last year, uprisings and unrest 
have been widespread behind the iron curtain. The situation 
has been particularly serious on the Chinese mainland. The 
Chinese Communists in their dying gasp launched the ‘let 
ul flowers bloom’ campaign. The campaign was designed to 
kill cwo birds with one stone. Firstly, the Chinese Communists 
wanted the people to let off steam and to pacify their rebel- 
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lious feelings. The Communists could weed out the dissenting 
elements through the campaign. The —e backfired. Ir 
failed to pacify the people. But instead, it ‘blossomed’ into 
large-scale student revolts, farmer uprisings and rebellions 
by intelligentsia which threatened the very existence of the 
Communist regime. Hurriedly, the Communists launched the 
‘anti-bourgeois and anti-Rightist’ campaign in order to nip 
in the bud the anti-Communist movement on the mainland 
If and when the American newsmen are permitted to visit 
Red China, they should recognize these facts, make wide 
contacts with the people, purged intellectuals and young stu- 
dents and expose the true, ugly nature of Communist China. 
Only by so doing can the American newsmen serve faithfully 
the principle of press freedom. 

“The present total struggle against Communism is no doubt 
the most gigantic and difficult struggle in the history of 
human annals. Every single one of us must spare no effort 
to fight for victory in every field, be it political, economic, 
diplomatic or cultural. No victory is too big or too small. 

“The visit of the American newsmen to Red China is part 
and parcel of our anti-Communist struggle. Up to now, the 
United States, in handling this matter, has been constantly 
on the defensive. Although this is an American matter, w 
cannot remain silent for our interests are closely integrated 
with those of the United States. We must expose the Com 
munist political intrigue afid analyze the relations between 
the newsmen’s visit to Red China and press freedom for the 
reference of our American friends. 

“At the same time, we convey to the 26 American news 
men our welcome for them to visit free China whether or 
not they are permitted to visit Red China. 

“My newspaper colleagues in free China have always been 
the arch-enemies of international Communism. We can and 
do expose any Communist intrigue We are proud of the fact 
that we have been untiringly fighting Communism. I am 
confident that this satisfaction will always belong to us. 

“In conclusion, I want to point out that while we arc 
meeting here, there must be countless fellow newspapermen 
on the mainland being accused as ‘Rightists’ and purged by 
the Communists. These fellow newspapermen are now stand 
ing on our side. Today let us salute these fellow workers on 


the mainland.” 


Creative Pricing — Policy or Accident? 


PROVIDING FOR AN EVER-INCREASING STANDARD OF LIVING 
By FRED C. FOY, President, Koppers Company, Inc. 


Delivered before the dinner session at the National Industrial Conference Board’s 5th Marketing Conference, New York, N.Y ., 
September 19, 1957 


HE SUBJECT of my talk here today is, CREATIVE 
PRICING—does it just happen, or does it require a 
carefully planned policy approach? 

Perhaps no area of industry's operations is so little under- 
stood and so often misrepresented by the critics of private 
enterprise as its pricing policies and practices. 

This misunderstanding is reflected in Senator Estes 
Kefauver's attempt to indict industry for throttling competi- 
tion and contributing to inflation through “administered 
prices.” The Senator's approach gave the term the connotation 
of something conspiratorial, as though it proceeded from con- 
certed industry action. 

The harm in an attack of this kind comes not only because 
the Senator approached the investigation, as one newspaper 


said, with apparently ready-made conclusions. Nor even be 
cause he introduced an antiquated, unworkable concept of 
industrial competition as a yardstick for the inquisition. The 
real harm, in my opinion, comes from the careless use of a 
double standard of morality. 

Many of our anti-business politicians do not see inconsis 
tencies in a view which expects one group—industry—to 
operate in a jungle of price anarchy, dog-eat-dog battle of 
price competition, while other special groups are protected 
by subsidies and other benevolent government regulations 
Under this standard of double morality, planning and order 
are good for the socialized phases of life, but “just plain bad 
for industry. 

Apparently, under this concept, interest rates must be held 
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down for the governm-nt and for the “deserving;” fa-mers 
must be subsidized against the effects of normal competition; 
and unions are encouraged to set the price of labor on an 
industry-wide, monopolistic, take it or leave it basis. 

But industry must float willy-nilly on the tides of supply 
and demand, obediently following the dictates of a so-called 
“free market.” Any indication that any price is based on 
business judgment rather than the unrestricted play of “the 
market” is viewed with alarm and treated with suspicion. It 
is agreed that businessmen must manage their business; but 
when it comes to setting price the only legitimate influencing 
factor apparently is this “free market.” 

Ladies and gentlemen, you and I know—and Senator 
Kefauver should know—that no industry, no economy, and 
no nation could long survive on such an irrational basis. 

The formulation of price policies by industrial management 
is a function requiring the highest judgment and responsibility 
based on the consideration of a vast number of factors. Of 
course, the principles of supply and demand and the opera- 
tions of a competitive market play key roles in that judgment, 
but they must be balanced with other considerations of im- 
portance. Such price policy judgments must always face the 
test Of competition and, beyond that, of ultimate user satis- 
faction. Hence, they are in the nature of venture decisions or 
targets, and must be intelligently taken if they are to be suc- 
cessful. 

If this area of venture decisions—involving real risk and 
no little courage—is “administered pricing” in the eyes of 
Senator Kefauver, then I'm all for it. Bur since the term 
“administered pricing” is too suggestive of the price-fixing 
and competition-limiting aims of the old NRA and other 
New Deal creations, I prefer such alternative terms as POLICY 
PRICING .. . or, better yet, CREATIVE PRICING. 

As a matter of fact, I believe that more creative price prac- 
tices which reflect a progress-serving policy approach—rather 
than price accidents—are what industry and the nation need 
today. According to Dr. Joel Dean, economist and manage- 
ment consultant of New York, “A philosophy of pricing that 
is embodied in clear-cut pricing policies is well-nigh indis- 
pensable today.”(1) Dr. Dean further states: 

“ , . . Moreover, there is much to be said for the thesis 
that it is ignorance rather than greed that is wrong with 
price policies in American industry today and that the ap- 
plication of economic analysis to more scientific pricing will 
have a greater influence upon the well-being of our economy 
than will the use of economics as a pulpit for moral preach- 
ment. . . . Despite the important effect that determination 
of proper selling prices may have upon a company’s suc- 
cess, a policy approach to pricing is comparatively rare. . . .” 
There are differences of opinion as to the trend in recent 

yeats in the use of policy pricing, but the critics of industry 
insist that there has been 2 major increase in the use of 
“administered prices.” There can be no difference of opinion, 
however, that these same years have shown a reduced rate 
of profit for industry. From this literal view, therefore, the 
increase, if any, in industry’s use of “administered pricing” 
can hardly be claimed to have been injurious to consumers. 
Last year, for example, gross national product was 45% 
above 1950 and personal income was up 39%. How did cor- 
porate profits stack up against these gains? Well, they just 
didn’t. Pre-tax profits were up only 5.9% or $2.3 billion over 
the $39.9 billion of 1950. But the after-tax profits actually 
dropped and were $600 million shy of matching the $22.1 
billion earned by corporations in 1950. 
As a matter of fact, corporate profits have declined from 
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{1) “Pricing Policies.” by Joel Dean, Chapter 16, Page 600. 
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9% of national income to 6% during the past six years. 
Average after-tax profits of all manufacturing industry for 
the five years 1952-1956 amounted to 4.8% of sales and 9.3% 
return on tctal investment. This was down from an average 
of 6.1% return on sales and a 12.1% return on total invest- 
ment for the preceding five years, 1947-1951. 

I doubt that any policy decisions in industry are made as 
thoughtfully as decisions to raise prices because of more 
rapidly climbing costs and declining return on investment. 
In such policy pricing decisions, management often wagers 
that it can offset much of the wage and material cost increases 
through further improvements in efficiency. The fact that 
industry’s earnings in relation to investment have declined 
during the past five years suggests that management was 
frequently too optimistic in accepting this challenge. 

For that matter, economists have noed that the size and 
speed of price advances have been most striking in fields 
where prices are supposed to be set by the response of a so- 
called free market to the law of supply and demand. Where 
industry employs creative pricing, there are additional benefits 
from the avoidance of excessive price premiums during periods 
of heavy demand or tight supply. 

This was readily apparent right after the Second World 
War when certain food and agricultural] products(1) virtu 
ally doubled in price within two years, while automobiles, for 
example, sold under such restrained price schedules that 
buyers were offering premiums and buying “used new” cars 
to get earlier delivery. 

I am not so brave as to attempt to classify industries as to 
the degree to which they operate under administered or 
creative pricing or the reverse, but a comparison of pric« 
trends since 1945 of some widely varied lines is revealing 

The post World War II bituminous coal industry provides 
an illustration of the gains from long-range planning coupled 
with a creative price policy as compared with the tragic con 
sequences of price accidents in an earlier era. 

In the 1930's this industry operated in the classical free 
market pattern or dog-eat-dog price competition, with the 
result that many companies became insolvent, and more im 
portant, the industry lacked funds to finance new equipment 
and advancing technology. Since World War II, the industry, 
under the leadetship of career companies, has combined crea 
tive pricing with an epic advance in technology. 

Bituminous coal demand was mostly in decline during 
the years 1948-1954, and there was considerable pressure on 
coal prices as a result of dwindling consumption. But this 
time, the career companies resisted the tendency to match 
the price-cutters and, instead, concentrated on improving pro- 
ductivity through new equipment and methods. 

What happened? Heavy wage increases and rising material 
costs increaced costs of production by more than $1.50 per 
ton between 1948 and 1956. Yet during this same period 
improved productivity through new equipment and methods 
made it possible to sell coal at the mine in 1956 at prices 
which gave customers energy at the same unit cost as in 1948 
Even today prices at the mine are only slightly higher and, 
in addition, the career bituminous coal companies are 
approaching the healthiest financial condition they have ex- 
perienced in maiy years. 


(1) Bureau of Labor Statistics wholesale price indexes: Meats, Poul 
try & Fish: 108.1 in Feb. 1946, 198.1 in Aug. 1946, 244.8 in 
Sept. 1947; Grains: 137.9 in Apr. 1946, 181.4 in July 1946, 
252.7 in Dec. 1947; Leather: 104.0 in May 1946, 185.0 in Dec 
1946; Lumber: 158.5 in Jan. 1946, 227.2 in Dec. 1946, 303 
in Dec. 1947. 

B/LS Annual Avg. Retail Prices: Beef & Veal: 118.4 in 1945, 
150.5 in 1946, 213.6 in 1947, 258.5 in 1948 
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This example from the recent history of one industry shows 
how everybody benefits from creative pricing. As a matter 
of interest, the concept that everyone must benefit from 
administered prices is not new, as may be noted in this quo- 
tation from “Price Making in a Democracy,” by Edwin G. 
Nourse, former chairman of the President's Council of Eco- 
nomic Advisers, published by The Brookings Institution in 
1944, 

On page 76 Dr. Nourse states, “The competition on 
which automatic pricing relied was of a spontaneous, adap- 
tive, and generally short-focus type . . . but the competition 
of . . . organized and directed business enterprise charac- 
terized by administered prices calls for quite different 
qualities—those of reasoned and intricately purposive ac- 
tion. Such a system aspires to move beyond the law of the 
economic jungle and seeks to find ways of . . . progressively 
improving techniques so as to enlarge our sustained flow 
of material well-being. 

“Orderly effort of this sort can be achieved in a society 
of free men only if price relations provide suitable incen- 
tive and reward for suppliers both of productive property 
and of productive labor... .” 

Which brings us to an examination of the functions of 
industrial pricing in our dynamic and interrelated economy. 
It is no longer sufficient to make the simple statement that 
the functions of pricing are: (1) to market the goods; (2) 
recover the costs; and (3) generate, if possible, a “reason- 
able” return on investment. 

This statement neither conveys the complex relationship 
between prices and the many other elements employed in 
competitive strategy, nor does it reflect the dynamic MUST 
of modern pricing policy—that it serve the aims of long-term 
progress and growth. Economist Nourse expressed it this way: 

“The problem of prices and income shares is not one 
simply of dividing up a predetermined flow of wealth but 
of so organizing the whole scheme of pecuniary relations 
as to stimulate technological and organizational improve- 
ment and enlarge the total flow of economic production. 
Inasmuch as every income group is by nature a pressure 
group, each tries to divert the lion’s share of the gains of 
progress to itself. But those who formulate and administer 
business policies have a responsibility to promote the kind 
of distribution which assures further progress.” 

If I may paraphrase Dr. Nourse, the price is right when 
it is right for all links in the industrial chain, when it satis- 
fies the legitimate claims of the consumer, the worker and 
the investor, and when it provides in addition the seed-corn 
of progress or growth. The interests of all claimants and 
particularly the need for stimulating future progress are con- 
sidered and embraced in creative pricing. 

Let's take a closer look then at the basic functions of pricing 
in the light of modern competitive needs. 

First, price is a vehicle to get the product on the market. 
No one can deny this. But to assume—as some of our law- 
makers apparently do—that price is the sole criterion of 
competitive vigor and the only stimulant to demand is unreal- 
istic and dangerous economics. I venture to say that if Amer- 
ican industry had tried to develop its markets on price alone, 
we would still be riding Model-T cars, burning carbon arc 
lamps, and listening to Bing Crosby on an earphone set. It 
is perfectly possible, I believe, to price yourself out of the 
market, out of growth, and out of business by using price as 
the only weapon of competition—tregardless of whether you 
raise or lower the price. 

As businessmen, however, we know that price is just one 
vital cog in the marketing machine. It has to be meshed with 
many other vital cogs in the process of moving a product. On 
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the uses side, the right price has to consider such factors as 
the real use value to buyers, as expressed in design and product 
improvement, in ease of appiication, in more useful packag. 
ing, in more effective distribution and availability. On the 
competitive side, the right price has to consider the marker 
position of a class of products, and the relationship of a given 
company to all competitors in the field. it must give weigh: 
to competition not only from within its own industry, bur 
the possibility of pressures from other industries offering 
alternatives or substitutes. 

Even beyond that, in our economy of today, where people 
have considerable amounts of disposable income, there is the 
tremendous competition between “things.” The relative desir- 
ability of a new TV set or a vacation trip; of a new car or 
the down payment on a house; or in industry, a new piece 
of material handling equipment or a process improvement. 

It seems plain from this that there is more to competition 
than just price. It has been said that anyone can cut price, 
but it takes imagination, skill and courage to compete in other 
areas of value. American industry demonstrates this con- 
vincingly in the upgrading of quality, design, use convenience, 
packaging, and in providing many added services. All these 
are values and competitive factors and most are more impor- 
tant than price. Compare, for example, the frozen foods and 
accessibility of the modern supermarket with the bulk foods of 
the cracker-barrel store. Color film costs more than black and 
white, but both will take a picture. 

The second basic function of pricing is to recover the costs 
of production and distribution. This, too, is axiomatic, bur 
not quite as simple as it sounds. For to have meaning today, 
the function of recovering “costs” must be deepened to include 
a number of invisible costs. 1 mean such costs as the defi- 
ciency in depreciation recovery resulting from the erosion of 
the dollar; the necessary provisions for erosion in technology, 
where a mew process may make a plant obsolete long before it 
is worn Out, and the recovery of research and development 
expenditures including those which did not pan out. Clearly, 
if pricing does not give full weight to the recovery of all of 
these costs, the battle for future growth will be uphill all the 
way. 

To illustrate the dangers inherent in inadequate deprecia- 
tion, we have calculated for the chemical industry the amount 
of inflation in equipment investment not recoverable by 
depreciation charges. Plant and equipment expenditures by 
the chemical and allied products industry over the past 15 
years totaled $12.9 billion. To replace that investment today 
would cost at least $17.2 billion, an increase of 33%. If we 
assume that the eventual replacement of these facilities can 
be accomplished with no further advance in cost, an obviously 
unrealistic and ridiculously over-conservative assumption, our 
depreciation recovery will still be shy $4.3 billion of provid- 
ing funds for replacement. If we divide this missing $4.3 
billion by an estimated 15-year life of the equipment, we 
come up with annual deficiency in depreciation reserves of 
$283 million. 

As all of you must know, the problem of deficiency in 
depreciation recovery is even worse than this. Since the needed 
$283 million is not recognized as a cost under U. S. income 
tax laws, it is actually counted as profit and taxed at the pre- 
vailing 52% rate. So the chemical and allied products industry 
must first produce about $590 million of profits on which 
it will have to pay nearly $307 million Federal income tax 
before it will have left the $283 million it would need over 
its regular depreciation allowance to replace its plants as they 
wear out if there is absolutely no further construction cost 
inflation from this day forward. 

A fair depreciation law would allow business to keep as 
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a cost of doing business enough money free of taxes to rebuild 
its plants and equipment as they wear out. Some countries 
have recognized this need and taken steps to meet it. 

If I have seemed to overemphasige this problem, I have 
taken the risk to illustrate the great complexity in figuring 
costs as the basis for pricing, not only for the chemical indus- 
try, but for all industry. And I repeat that the recovery of 
such costs nuust be responsibly faced in the formulation of 
any pricing policy if future growth is to be planned on a 
sound basis. 

The third basic function of pricing is to provide a “reason- 
able” rate of return on investment, and once again there are 
extra dimensions to the concept. What is a “reasonable” rate 
of return for one product line or company or industry may 
be inadequate for another. Specific goals for a company will 
depead on its state of development, growth po:ential, capital 
needs, rate of obsolescence, special economic climate in which 
it operates, and upon other factors. In general, however, a 
reasonable rate of return should be sufficient to maintain an 
enterprise in vigorous health, able to anticipate changing de- 
mands and to build for growth, and to pay dividends that will 
constitute attractive earnings or rental on the investment of 
the equity owners. 

I believe the experience of the chemical industry is a good 
case in point here. Two years ago, even a year ago, chemical 
stocks were the fair-haired issues of the stock market. Investors 
were paying high prices to become owners of such stocks. 
But how about now? 

See what investors are now paying for a group of chemical 
company stocks compared to their high points and compared 
to Standard & Poor’s Index of 425 industrial stocks. 

What caused this decline in public favor? Did pricing 
policy and its impact on current and anticipated rate of return 
on investment in these companies have something to do with 
it? 

It is hard to say yes categorically. During the period of 
the drop, prices of many chemicals and plastics cid drop 
noticeably. Values of chemical stocks dropped more than those 
of companies where prices remained more stable. 

“Business Week,” on April 20, quoted the “chemical man” 
of a prominent investment counseling firm as follows: “The 
present unsatisfactory cost-price relationship within the chemi- 
cal industry is not merely of a temporary nature . . . I would 
be very hesitant about making new commitments in this group 
at present levels.” 

Since he said that the levels dropped even lower; and so, 
incidentally, have some of the prices. 

If this decline in favor with investors continues, we in 
the chemical industry will have a tougher job of raising 
outside capital for our growth needs and it will cost us more 
money. But quite apart from our own troubles, this is a prob- 
lem that faces all industry in the formulation of price policies 
that will yield a “reasonable” return on investment. 

In the electrical manufacturing industry, for example— 
Ralph J. Cordiner, President of General Electric, has spoken 
his mind on this important subject. Taking a good look at 
the opportunities and challenges facing his industry, Mr. 
Cordiner said last November that the electrical manufacturing 
industry has not been earning enough to finance the kind of 
progress open to it and expected of it. He cited the growth 
potential in the electrical field and concluded that: “Such a 
growth industry places a serious responsibility on those who 
wish to share in its growth—the responsibility to risk signifi- 
cant investments in research, development, modernization, 
expansion, and development of manpower and markets. Cur- 
rent levels of prices and earnings in the electrical manufactur- 
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ing industry will not support required expenditures for these 
purposes in the years ahead.” 

Extended to all industry, that is an eloquent plea for pric- 
ing policies which give full consideration to the long-term 
needs of progress and growth. 

To sum up on the functions of modern CREATIVE PRIC- 
ING then, I think we can conclude that: while price will 
always be a stimulant to consumption and must remain 
obedient to the laws of supply and demand, it must also do 
so at levels that support other vital needs in a company’s 
planning or an industry's development. And the chief of 
these needs, in my opinion, is the stimulus of progress and 
growth. 

If this can be accepted as a foundation let us look at some 
of the essential characteristics of a creative pricing policy— 
a policy whose execution requires the utmost support and 
the special knowledge and skills of marketing people. 

All I have said before should make clear my conviction 
that sound pricing is the result of company policy, not acci- 
dents. And pricing policy must have plan and method to it, 
not be based on hunches, emotions, or misinformation. Resort 
to subterfuges or gimmicks will ultimately have the effect 
of destroying a company’s otherwise sound pricing policy 
Obvious ways by which a creative pricing policy can be 
destroyed are such sometimes hidden price concessions as 
special freight allowances—unreasonably long credit terms— 
unrealistic quantity discounts—or under-the-table rebates. 
Price practices which make exceptions to a company’s normal! 
published price policy mean a retreat from price policy to 
price accidents. And like most accidents, these can be costly, 
painful, and unproductive. 

A sound pricing policy should give weight to the real use 
value of a company’s products, either in the end use or as 
intermediate materials. The prices should reflect qualities 
which give the user greater convenience, service, reliability, 
and the like; they should thus embrace a dynamic, compre- 
hensive concept of competition and not merely a sterile, anti- 
quated “price only” competition. 

Sound pricing policy recognizes the twin obligations of a 
company as both seller and buyer. Accordingly, its purchasing 
practices—while always striving for fundamental cost reduc- 
tion—should not overstress price conclusions at the cost of 
forcing a retreat from creative pricing, for in the end this 
can jeopardize its own selling price policies. In short, there 
should be—there must be—integrity and consistency at both 
ends of the enterprise. 

Sound pricing policy recognizes, too, that no company is 
an island and none can establish an exclusive domain in 
price-cutting. Every industry contains too many companies 
with heavy investments to permit opportunistic price-cutting 
to go unmatched with counter action. Please do not mistake 
me—lI am all for price reductions on any product where they 
are part of consistent policy, flow from fundamental improve- 
ments in production, and serve to increase volume at a fair 
and reasonable profit level. The harm comes when price cuts 
are instituted for opportunistic, short-range gains, which may 
lead to a financial weakening of the whole industry as well 
as of the company which originated the downward spiral. 

In conclusion, ladies and gentlemen, I urge your considera- 
tion of these long-lasting benefits which I believe will come 
from broad applications of creative pricing policies. 

A consistent price policy will stand you in good stead 
in the market place. Dependability in the price field is just 
as important to the buyer—whether on the home or industrial 
front—as is dependability of product. In fact, no buyer can 
afford the uneasy feeling that perhaps his competitor is buy- 
ing cheaper than he is, and no salesman or sales manager 
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should ever fail to sell the positive values of a consistent fair- 
to-all price policy. 

A consistent price policy will enable you to plan creatively 
for the future—to plan for physical expansion, for new 
product development, for increased research, for more efficient 
production, for more useful products, and for better earnings 
performance. For all of these things which will strengthen 
you in the competitive battle. 
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Finally, a consistent creative price policy—firmly rooted in 
long-term growth—will better serve the public. Such sound 
and broad creative pricing policies will ensure that buyers 
will not pay too much in times of scarcity, nor will industry 
be paid so little in times of over supply that it will be unable 
to continue to break new technological frontiers and achieve 
fundamental gains in product values, thereby providing for 
the American pecple an ever-increasing standard of living. 


“Myth and Mystery in the 
Cost of Scheols’”’ 


HOW TO EXPLODE THEM 
By FREDERICK WOOD, Consulting Engineer, Wood and Sibbert, Greenwich, Conn. 


Delivered at a Forum on Municipal Finance Sponsored by the Connecticut Bank and Trust Company, Hartford, Connecticut, 
April 4, 1957 


HE PERCENTAGE of our tax dollar which is going 
into the building of new schools is so high that it hurts 
it hurts badly—and it is going to hurt more before 
it hurts less. The pain is severe—not only acute but apparently 
chronic. As with any acute pain, it is difficult to be rational 
about it—to analyze it calmly—it hurts so much we scream— 
we stamp our feet—we sweat—in desperation we attribute 
the cause to anything or anybody—(expect perhaps our own 
way of life.) As with amy severe pain, our imagination runs 
wild—is this a sign of gall stones, appendicitis, ulcers, cancer 
—or is it just gas. Are we being duped by our educators and 
our architects either deliberately or in their blissful ignorance 
It is difficule for a layman to get a satisfying answer to his 
questions—his natural, logical and legitimate questions. The 
primary reason for this is that the layman is looking for a 
simp.e answer—to him a school is a school—it holds so many 
kids—what's the cost per pupi!. That seems fundamental. That 
was fundamental when most of ws were in elementary school 
for in my school at least there was no gymnasium, no audi- 
torium, no cafeteria, no library, no healih or remedial units, 
no loud speaker systems. Today a few or many or none of 
these facilities may be in an elementary school and hence the 
cost per pupil for buildings structurally identical can vary 
all over the lot and they will still be schools. 

Automobiles can vary too in size, weight, horsepower, and 
a myriad of gadgets such as power brakes, steering, radios, 
heaters, etc. but they are still automobiles and may carry the 
same number of people. Houses can vary similarly in their 
appointments and area and have the same number of occu- 
pants. A suit of clothes can vary in cloth, tailoring, buttons, 
lining, and so forth and unless you get two pairs of pants the 
number of occupants will be one. 

The prime myth about the cost of schools is that there 4s 
any real mystery about it. The apparent mystery comes from 
trying to compare things that are not comparable—from 
to compare whole units instead of comparing their 
component parts. 

In addition to the difference in facélities in a school such 
as those just mentioned, let me list for you other major 
factors which determine the cost of a school. 

l. The size of each facility. Classrooms in this state will 

vary from 750 to 900 sq. ft. per room—so may the 

size of cafeterias or gymnasiums or auditoriums vary. 
2. The arrangement of the facilities. This will determine 


trying 


the ~ ra used for non-productive space such as corridors, 
lobbies, toilets (perhaps it is a pessimistic thought to 
call them non-productive.) Usable productive space can 
vary from 65 to 75% of the total. In an elementary 
school for 800 children this might mean a difference 
of 10% of 50,000 sq. ft—5,000 sq. ft. @ $20/sq. f.— 
$100,000. in the total cost of the school. This would 
equal $125/pupil. Economy in arrangement costs nothing 
but effort. 

. The Type of construction. The structural system—fire- 
proof, semi-fireproof, combustible, one vs. two story, 
slab on grade or supported slab. 

4. The mechanical equipment, which represents about 4 

of the total cost such as: 
a. Heating—steam, hot air, hot water—gas fired, oil 
fired. 
b. Ventilation—the number of air changes per hour 
and whether this air is heated—and perhaps cooled. 
c. Electrical—the intensity of light—the foot candles. 
fluorescent vs. incandescent light 
stage lighting 
luminous ceilings 
the amount of power supplied 
type of emergency lighting 
d. Plumbing—the number of toilets and their location 
hot water for hand washing or none 

5. Interior and exierior Finishes, such as: 

Plaster or painted block 

Face brick, common brick, stone, cement block 

c. Ceramic tile 
d. Acoustic tile 
e. Floors—Asphalt Tile, Wood, Plastic tile, terrazzo, 
stone 
f. Exposed structural members or hung ceilings 
g. Type of window glass 
6. Special Building Features, such as 
a.' Covered Loading platforms or canopies 
b. Plastic bubbles in roofs or skylights 
To illustrate this more simply let me write (on the chalk- 

board) a formula showing what determines the cost of a 

school— 

Cost—Facilities, Area per facility, non-productive space, 
Mechanical equipment, Structural Type, Finish, Spe- 
cial Features 
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This simple formula is a professional secret which I am 
handing out today at no charge—the use of it is the basis 


on which I earn my living. You should all be able to take it 


home and with it measure the degree of economy with which 
your town builds schools. 

Seriously, however, | am sure you are now saying that if 
all these factors enter into the cost of a school, then it is 
really a mysterious subject and what you need is a glass ball. 
Perhaps I have convinced you that school costs can never be 
compared, can never be understood and hence the educators 
and the architects have you by the tail so you might as well 
relax and enjoy the ride. Perhaps you feel that you came here 
with hope that I would offer you some clarity and I have 
offered nothing but confusion. Perhaps you feel like the bald- 
headed man, who was waiting to be picked up by a lifeboat 
after his ship went down—the seamen in the boats were 
reaching out pulling the victims into the lifeboats by the 
hair—and then they came to his bald head, one of them 
smacked him on the head with an oar and said, “Go down and 
come up the right way—this is no time for fooling.” 

Well, gentlemen, if you must raise the money to pay for 
these schools, you well know that this zs no time for foo'ing 
and I believe I can show you a right way to come up with an 
analysis of school costs which eliminates the confusion, the 
mystery and the name-calling. 

There is a definite and positive technique for comparing 
the cost of schools. While it is not simple, it is not as com- 
plicated as comparing the costs of automobiles or boats or 
suits of clothes. It can be done by anyone who knows building 
costs—I mean the cost of the individual parts—probably a 
builder. Ir has been my experience that 90% or more of any 
cost differential between two schoo!s can be accounted for 
as easily as you balance a ledger. It is remarkable how you 
can reduce to a common denominator the costs of several 
schoo! buildings and in the process identify and put a price 
tag on their differences. You can then look at each item 
objectively and without emotion and decide whether i is 
worth the cost—cr perhaps what is more to the point, whether 
you can afford it. 

The li:tle red school with the privy in the back was our 
educationa! facility when we lived in the little white house 
with the privy in the back. Little by little and bit by bit we 
have increased the comforts, conveniences and luxuries of 
education as we have those of living. In one place we may 
have gone farther than in another. To compare them we must 
dissect them—take off these pieces one by one—identify 
them, price them and evaluate them. 

In condensed form I will show you a comparative study of 
two schools in this state which were built in 1954. One can 
honestly be called an average cost school whereas the other 
is a very low cost school. There are three primary areas of 
difference: 

1. Facilities 

2. Upkeep 

3. Utility, convenicnce and appearance 

On the chart I will show you the effect on the overall cost 
and then I will give you a more detailed explanation. 








BASIC DATA 
These figures are based on 1954 costs. 
School A School B 
Pupils 640 350 
Area 44,626 sq. ft. 17,548 sq. ft. 
Cost /Pupil 1035 537 
Premium Paid for more facilities 290 — 
745 537 
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Premium paid for lower upkeep 52 — 
693 537 
Premium paid for better utility, 
convenience and appearance 134 — 
559 537 
Cost/sq. ft. 14.85 10.70 
Premium paid for more facilities 65 — 
14.20 10.70 
Premium paid for lower upkeep 75 —— 
13.45 10.70 
Premium paid for better utility, 
convenience and appearance 1.92 —--- 


11.53 10.70 

It is understandab!e why the taxpayers in Town A demanded 
an explanation of this wide difference in cost. The cost per 
pupil of their school was double that of the other. The cost 
per square foot was 50% greater (that in itself illustrates 
the lack of any real value in the careless use of those shop- 
worn units as measures of school costs.) Although there was 
a wide difference in the number of pupils, it was possible 
to explain the cost difference by this technique which follows: 

School A had the following areas not provided in B: (These 
are the additional facilities.) 





Area Est. Cost 
Multi-Teaching rooms 1800 28.400 
Audi:orium-Gymnasium 5220 100.000 
Library 1000 ~=20,000 
Larger Classrooms 1630 25.700 
Principal’s Office 340 5,360 
Remedial Rooms 380 6,000 


10,370 185,460 


185,460 
This added to the cost per pupil in school A — 
640 

$290/pupil; and accounts for 65 cents in the cost/sq. ft 

It is interesting to note that the adjustment for these 
major differences between the two schools (as it concerned 
facilities) made a great difference in cost/pupil but almost 
no difference in cost/sq. ft——again demonstrating the lack 
of reliability of these units. 

But Schoo! A had some other items not in B which though 
higher in first cost provided lower maintenance or upkeep 
These were: 


A B Add d 
Roof Deck Composition Wood-non- costtoA 
Fireproof fireproof 11.000 
Lighting Fluorescent Incandescent 12.000 
Dishwasher Included None 2.000 
Electric Service Underground Overhead 5,000 
Radiant Perimeter 

Heating Included None > 500 
$33,500 

5700 sen 33,500 

640 pupils ~~ 44,626 


School A had other additional facilities which did not 
add to the area but added to the cost—these items provided 
greater utility, convenience or appearance. They are: 
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School B 
Exposed 
None 
None 
None 
None 
Open-hanging 
None 


School A 
Steel Joists Concealed 
Basketball Baskets Six 
Unloading Canopy Included 
Intercom. System Included 
Controlled Clock System _ Included 
Wardrobes Closed-ventilated 
Cubicles and storage Included 
facilities 
Book storage 
File and Paper Storage 
Toilet Facilities 
Ventilation 
Fire Extinguisher 
Individual Classroom exits 
Plastic Roof Bubbles 
Plastered walls 
Flood lighting 
Decorative lighting—en- 
trance corridor 
Radiant Heat in Kind. Floor Included 
Recessed Display Panels 
and Cases Included 
The et of these items was $85,600. 
85, rae : 85.600 _ 
640 ine $134/pupil F4,626 1.92/sq. fr. 
Some of the savings effected in School B were actually 
uneconomic such as: 
1. Lighting. The use of incandescent lighting for classrooms 
cut down the original investment but increased operating 
costs. The increased operating cost at Schoo! A would be 


Limited 
Limited 
Limited 
Limited 

Face Mounted 
None 

None 

None 

None 

None 


Adequate 
Adequate 
Adequate 
Adequate 
Recessed 
Included 
Included 
Included 
Included 
Included 


None 


None 





The Spoken Word 


VITAL SPEECHES, by presenting the speeches of national 
leaders on the serious problems of the day, offers the student 
examples of the effective speech of today’s moulders of public 
opinion and affords the opportunity to study, absorb and compare 
the ideas and thoughts set forth. The student will soon recognize 
the importance of the SPOKEN WORD and the necessity for 
fundamental training in public speaking if he hopes to attain a 
prominent position in any walk of life. 


Why not try one or more issues with your class this term? 


GROUP SUBSCRIPTIONS 


All delivered to the same address 4 months — 8 issues 
10 to 24 — $1.25 each 25 or more — $1.00 each 


Single Issues 
10 to 24 — 20 cents per copy 25 or more — 15 cents per copy 


FREE WITH GROUP SUBSCRIPTIONS 


FOR THE STUDENT—copy of Dr. Crocker’s comments on the 
Principles of Speech Composition to apply to Vital Speeches. 


FOR THE TEACHER—copy of Dr. Crocker’s comments and a desk 
copy of each issue of VITAL SPEECHES for the duration of the 
group subscription 





VITAL SPEECHES OF THE DAY 


$2,500 to $3,000 per year if incandescent light had been 

used. (Money back ‘in four years.) 

. Dishwashing. Hand dishwashing for 350 children is a 
false economy and is questionable from a sanitary point 
of view. 

. Toilet Facilities. Two water closets for boys in a school 
of this size is actually below state requirements. 
Generally, the B School is a good school and the construc- 

tion economy is good—it will mot be overly expensive to 
maintain. It is lacking in facilities and the staff is fully aware 
of the deficiencies. The use of a three-purpose room—cafeteria, 
playroom and auditorium—is unworkable. Something has to 
give for there are not enough school hours in the day. The 
inadequacy of the wardrobes and other classroom storage facil- 
ities is the source of teacher complaint. 

Of the other differences I have my own personal opinions 
as to which were worth the price paid for them. My opinion, 
however, is not important. Opinions would vary greatly be- 
tween educators, boards of education, architects, engineers and 
taxpayers. The important point which I cannot emphasize 
too strongly is that by this method of analysis the information 
is all out on the table. There is no mystery. It is available for 
public discussion. 

By dissecting the problem, by analyzing the pain, the town 
knows what it is paying for. This is the way to explode the 
myths and mysteries under which the publicity seekers and 
politicians who haunt and torment our boards of education, 
under which our educators or boards can hide the cost of their 
specific decisions and their responsibility for them, under which 
the less capable and less responsible architects and engineers 
can hide their extravagancies and inefficiencies and even 
ignorance. 

It is our failure to match schools piece by piece, item by 
item, that leads to the building up of all kinds of myths and 
generalities—that leads to ineffective, inconclusive and unpro- 
ductive public wrangling. This type of wrangling is discourag- 
ing many capable people from ever serving on a school board 
— it is mot helping our educational system and it is mot reduc- 
ing the cost of school buildings. Here are a few popular myths: 

1. Private and parochial schools are more economically 
built than public schools, 

2. Two-story buildings are cheaper: than one-story build- 
ings. 

3. The high cost of a school was due to collusion between 
contractors. 

. Rising building costs are mainly responsible for the 
fact that the bids exceeded the estimate. 

. The campus plan (having several buildings) is 
cheaper than having a single condensed building. 
(This is the prize piece of misstatement and misrepres- 
entation. ) 

Every one of these myths can be answered by specific ana- 
lysis but unfortunately they are usually advanced by one who 
screams the loudest but who frequently prefers to avoid any 
facts which will silence his screams. 

To an automobile manufacturer there is little mystery about 
the cost of a car, to a suit maker there is little mystery about 
the cost of a suit, to a builder there is little mystery about 
the cost of a building—even a school building. A school con- 
sists of a number of component parts—functional parts, struc- 
tural parts, mechanical parts and architectural parts. These 
parts can be price tagged and their value related to their 
cost. The mystery in school costs lies in the attempt to com- 
pare the costs of composite figures for products which are 
not comparable. If we want value for our school dollar we 
must insist on knowing the cost of the parts and appraising 
them for their true worth. 





